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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5509/June 28, 1974 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF NEVADA ELECTRONICS AND VIDEO 
CORPORATION 


The Securities and Exchange Commission has issued an ord- 
er temporarily suspending the Regulation A exemption from 
registration under the Securities Act of 1933 with respect to 
a public offering of securities of Nevada Electronics and Vid- 
eo Corporation (“NEVCO”) of Las Vegas, Nevada. M. L. 
Fallick & Co., Inc. of Salt Lake City, Utah, was the named 
underwriter for the offering, which commenced on March 16, 
1973, and which was terminated on April 10, 1973. 


Pursuant to a notification filed on December 11, 1972, 
NEVCO offered 100,000 shares of its $1.00 par value com- 
mon stock at $1.00 per share for an aggregate offering of 
$100,000. According to the order, the Commission has reason 
to believe that: (a) the notification and offering circular of 
NEVCO contain untrue statements of material facts and 
omits to state material facts necessary in order to make the 
statements made, in light of the circumstances under which 
they were made, not misleading, particularly with respect to, 
among other things, the failure to disclose Gilbert Wynn 
Barnes as a promoter of NEVCO, the sales of unregistered 
securities within the preceding year and the financial posi- 
tion of NEVCO; (b) the terms and conditions of Regulation 
A have not been complied with, in that, among other things, 
the offering circular failed to state material facts about the 
sales of NEVCO securities, the manner of the proposed Regu- 
lation A offering and the liabilities of NEVCO; and (c) the 
offering was made in violation of Section 17 of the Securities 
Act of 1933, as amended. 
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SECURITIES ACT OF 1933 
Release No. 5510/July 3, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10898/July 3, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8410/July 3, 1974 


DIVISION OF CORPORATION FINANCE’S VIEWS ON 
REGISTRATION PROCEDURES APPLICABLE TO 
OPEN-END INVESTMENT COMPANIES ISSUING SECUR- 
ITIES IN BUSINESS COMBINATION TRANSACTIONS 
SUBJECT TO RULE 145 UNDER THE SECURITIES ACT 


The Securities and Exchange Commission today issued a re- 
lease setting forth the views of its Division of Corporation 
Finance with respect to registration procedures applicable to 
open-end investment companies registered under the Invest- 
ment Company Act of 1940 when they issue their securities 
in connection with business combination transactions sub- 
ject to Rule 145 under the Securities Act of 1933. Generally, 
Rule 145 states that an “offer” or “‘sale’’ within the mean- 
ing of the Securities Act is involved with respect to the secur- 
ity holders of a corporation or other person where, pursuant 
to statutory provisions, controlling instruments or otherwise, 
there is submitted for the vote or consent of such security 
holders a plan or agreement for: (1) reclassifications other 
than stock splits and changes in par value; (2) mergers, con- 
solidations and similar plans of acquisition except where the 
sole purpose of such a transaction is to change an issuer’s 
domicile; and (3) certain transfers of assets for securities 
where there is a subsequent distribution of such securities to 
those voting on the transfer of the assets. The Commission 
has previously authorized the publication of a general inter- 
pretative release setting forth various views and positions of 
the Division of Corporation Finance with respect to Rule 
145 and related matters (see Securities Act Release No. 5463 
(February 28, 1974)). 


From time to time open-end investment companies registered 
under the Investment Company Act acquire the portfolio as- 
sets of personal holding companies and other investment 
companies with fewer than 100 shareholders which are not 
registered under the Investment Company Act, or acquire the 
portfolio assets of open-end or closed-end investment com- 
panies which are registered under the Investment Company 
Act. Typically such transactions, which are subject to the 
approval of the shareholders of the investment company 
whose assets are to be acquired, involve a tax-free exchange 
of the portfolio assets of that company for securities issued 
by the acquiring open-end investment company, which se- 
curities are thereafter distributed on a pro rata basis to the 
shareholders of the acquired investment company. Inasmuch 
as this type of stock-for-assets transaction involves an “of- 
fer” and “sale’’ under the Securities Act by virtue of Rule 
145(a)(3), the securities issued in such a transaction by the 
acquiring open-end investment company must be registered 
under the Securities Act and the issuer must comply with 
the applicable disclosure and prospectus delivery require- 
ments under the Act unless a statutory exemption under 
that Act is available. Procedural questions have been raised 
with the Division as to how the securities issued in such 
transactions are to be registered under the Securities Act 
and the type of disclosure required to be furnished pursuant 
to that Act to the security holders of the company whose 
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assets are to be acquired. 





Many registered open-end investment companies are contin- 
uously offering their securities to the public by means of a 
current prospectus available under an effective registration 
statement on Form S-5. It is the Division of Corporation Fi- 
nance’s view that if such a registered open-end investment 
company proposes to effect a statutory merger, a stock-for- 
assets exchange or any other business combination transac- 
tion described in Paragraph (a) of Rule 145 under the Secur- 
ities Act, then the investment company must register the se- 
curities to be issued therein by filing: (1) a new registration 
statement on Form S-14 or Form S-5; or (2) a post-effective 
amendment to its current registration statement on Form S- 
5. It should be noted that if an investment company chooses 
to file a new registration statement on Form S-5 or to file a 
post-effective amendment to its current registration state- 
ment on Form S-5, its prospectus (or a supplement thereto) 
must disclose all of the information required-by Form S-14, 
including financial and other information regarding the com- 
pany to be acquired. 









Under most circumstances an open-end investment company 
will determine that its most efficient registration procedure 
for a Rule 145 transaction would be to utilize its effective 
registration statement on Form S-5, particularly since Sec- 
tion 24(e) of the Investment Company Act permits the re- | 
gistration of additional shares, rather than filing a new regis- 
tration statement subject to the requirements of Forms S-5 
and S-14. Under this procedure, the post-effective amend- 
ment to the effective registration statement on Form S-5 
should contain all of the requisite Form S-14 information in 
an amended prospectus or in a supplement to the current 
prospectus, and the facing sheet should comply with all the 
Form S-5 requirements and should clearly indicate: (i) that 
the amendment is being filed in lieu of Form S-14, (ii) the 
approximate number of shares designated for the Rule 145 
transaction, and (iii) that no additional filing fee is due. If 
the proposed Rule 145 transaction would be material to the 
acquiring investment company, its current prospectus 
should be stickered to reflect this proposed transaction so : 
that the prospectus can be used for sales other than the Rule 
145 transaction until such transaction is consummated. Once | 
the post-effective amendment is declared effective, the in- 
vestment company must deliver its prospectus and supple- 
ment thereto, if any, in connection with the Rule 145 tran- 
saction in accordance with the requirements of Rule 153A 
under the Securities Act. After consummation of the tran- | 
saction, the acquiring investment company should, in the 

case of material acquisitions, file another post-effective 
amendment updating its current prospectus. In the case of 
non-material acquisitions, an investment company in order 
to curtail costs need only submit a letter for the Commission's 
public files indicating that the acquisition has been consum- 
mated and the number of shares issued therein. Such a letter 
should be addressed to the Division’s branch chief who pro- 
cessed the registration statement and should refer to Release | 
No. I1C-8410 in the caption. i 





| 





Similar procedures concerning the stickering of prospectuses 
to reflect proposed material transactions and the updating of 
prospectuses upon completion of a Rule 145 transaction 
would be applicable to investment companies filing new re- 
gistration statements for such transactions. 










It should be noted that if a registered investment company 








is acquired by an open-end investment company in a Rule 
145 transaction, the acquired company should file an appli- 
cation, pursuant to Section 8(f) of the Investment Company 














| Act, requesting an order of the Commission that it has 
. ceased to be an investment company. 
By the Commission. 
f- 
% George A. Fitzsimmons 
ur- Secretary 
e- 
n 
| SECURITIES ACT OF 1933 
—_ Release No. 5511/July 3, 1974 
te SECURITIES EXCHANGE ACT OF 1934 
- Release No. 10899/July 3, 1974 
4, NOTICE OF ADOPTION OF AMENDMENTS TO GUIDE 
2m- 28 OF THE GUIDES FOR PREPARATION AND FILING 
OF REGISTRATION STATEMENTS UNDER THE SECUR- 

| ITIES ACT OF 1933 AND OF ADOPTION OF GUIDE 2 
“" OF PROPOSED SUIDES FOR PREPARATION AND FIL- 
ire ING OF REPORTS AND REGISTRATION STATEMENTS 
e UNDER THE SECURITIES EXCHANGE ACT OF 1934 
4 | (Effective Date: August 1, 1974) 
gis- The Securities and Exchange Commission announced today 
5 the adoption of amendments to Guide 28, “Extractive Re- 
} | serves,” of the Guides for Preparation and Filing of Registra- 
Rs tion Statements (Release No. 4936, as amended) under the 
nin | Securities Act of 1933 (“Securities Act’). Guide 28 has been 
t amended by adding a new paragraph (b) relating to disclo- 
the sure by companies engaged in the gathering, transmission, or 
nat distribution of natural gas and has been recaptioned “’Disclo- 
re | sure of Extractive Reserves and Natural Gas Supplies.”” The 
45 | Commission also has adopted the substance of Guide 28, as 
lf | amended, as Guide 2, “Disclosure of Extractive Reserves and 
the | Natural Gas Supplies,”’ of the Guides for Preparation and Fil- 

ing of Reports and Registration Statements under the Secur- 
- | ities Exchange Act of 1934 (“Exchange Act’’). 

ule 

Once Paragraph (a) of Guide 28 states that Instruction 2 to Item 


n- 10 (“Description of Property”) of Form S-1 and Item 5(a) 


le- (“Business”) of Form S-7 require registrants engaged in ex- 
ran- tractive operations to include in their prospectus appropri- 
3A ate information regarding the quantitative amount of their 
an- estimated reserves and indicates the manner in which such 
Ye information may be set forth. Paragraph (a) of Guide 2 also 

requires disclosure of the quantitative amount of extractive 
of reserves pursuant to Items 1(b) (“Business”) and 3 (“Proper- 
der ties”) of Form 10. Although the Commission has not de- 
ission’s termined that such disclosure is required in annual reports 
sum- on Form 10-K or in other periodic reports under the Ex- 
letter change Act, any company which voluntarily files extractive 
pro- reserve information in such reports should comply with 
alease | Guide 2(a). 

| Pursuant to Items 9(a) (“Description of Business”) and 10 

stuses of Form S-1 and Item 5(a) of Form S-7, Guide 28 requires 
ingof | 'N New paragraph (b) thereof that registrants engaged in the 
yn gathering, transmission, or distribution of natural gas disclose 
y re- material information, based upon the facts and circumstances 

of their particular situation, with respect to the current avail- 

ability of gas supplies. The Guide sets forth certain factors 
yany that firms in the gas industry should consider in making 








disclosure of their capacity to respond to users’ needs for 
natural gas. Paragraph (b) of Guide 2 relates to similar discio- 
sure required by Items 1(b) and 3 of Forms 10 and 10-K un- 
der the Exchange Act. 


These amendments were published for public comment in 
Securities Act Release No. 5454. In response to the views 
and comments of interested persons, the Commission has 
made minor revisions to certain portions of the Guides and 
has defined certain terms used therein so as to clarify the 
nature of the disclosure which is required. 


These Guides are designed to provide more meaningful and 
understandable information in registration statements filed 
pursuant to the Securities Act and in reports and registra- 
tion statements filed pursuant to the Exchange Act. How- 
ever, in light of present energy shortages and the actual or 
possible impact which a demand for natural gas in excess of 
current supply may have on the operations of firms in the 
gas industry, the Commission reiterates that, as a matter of 
policy, prompt and accurate disclosure should be made to 
the investing public with respect to information, both favor- 
able and unfavorable, concerning the current availability of 
such firms’ natural gas supplies. 


* * - 


Guide 28 of the Guides for Preparation and Filing of Regis- 
tration Statements in Securities Act Release No. 4936 is 
amended by adding the italicized text: 


28. Disclosure of Extractive Reserves and Natural Gas 
Supplies. 


(a) Instruction 2 to Item 10 of Form S-1 and Item 5(a) of 
Form S-7 require that registrants engaged in extractive oper- 
ations include in their prospectus, where appropriate, the 
quantitative amount of their estimated reserves. If appropri- 
ate, the current market price per barrel of oil, m.c.f. of gas, 
or the assay value per ton of ore may also be shown, but it 
is deemed inappropriate to show a dollar amount equal to 
the market price multiplied by the number of barrels of oil, 
m.c.f. of gas, or tons of ore. 


(b) Pursuant to Items 9(a) and 10 of Form S-1 and Item 
5(a) of Form S-7, registrants engaged in the gathering, trans- 
mission, or distribution of natural gas are required to dis- 
close material information with respect to the current avail- 
ability * of gas supplies. Each such registrant should develop 
disclosure based upon the facts and circumstances of its 
particular situation, including, where appropriate, disclosure 
by areas or regions. Such disclosure should be in a form 
understandable to investors and should incluve, but not be 
limited to, descriptions of the following factors: 


*The term “availability” is used herein to mean that quan- 
tity of gas which can be delivered from current sources of 
supply for a given future time period such as a day, a month, 
or a year. This term is not intended to have the same mean- 
ing as the term “deliverability’’ which is used by the Feder- 
al Power Commission in Form 15 Annual Reports. 


1. Estimates of gas supplies (proved reserves, whether de- 
veloped or undeveloped, or other sources) owned, dedicated, 
or contracted to a system, whether or not based on reports 
of outside consultants, are not necessarily indications of 

the registrant’s ability to meet its current obligations 
(whether or not evidenced by contract) to its customers; 
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2. The total gas supply available to the registrant’s system 
may include significant amounts of gas subject to priorities 
which may affect quantities delivered to certain classes of 
customers, such as customers receiving services under low 
priority and interruptible contracts; 


3. Priority allocations and price limitations imposed by fed- 
eral and state regulatory agencies, as well as other factors be- 
yond the control of the registrant, may affect the ability of 
the registrant to meet its contractual obligations; 


4. Numerous factors beyond the control of the registrant, 
such as other parties having control over the drilling of new 
wells, competition for the acquisition of gas, and the avail- 
ability of foreign reserves, may affect the ability of the regis- 
trant to acquire additional gas supplies, or to maintain or in- 
crease the capacity to deliver; and 


5. The registrant’s earnings and financing needs may be 
affected by its inability to meet its short or long-term con- 
tractual obligations. 


6. Investors would be better informed concerning the cur- 
rent availability of gas supplies if registrants would publish 
in tabular form information concerning gas supplies, delivery 
commitments, and customers’ requirements. Such presenta- 
tions should set forth historical information with respect to 
gas obtained from registrants’ sources of supply ** the prin- 
cipal sources of supply relied upon, and the amounts re- 
ceived from each such source, together with estimates of gas 
available from present sources for the next year, or such 
other period of years as may be appropriate. Information 
also should be provided as to steps that may be taken by 
the registrant to insure available gas for current and future 
commitments. *** 


**The phrase “sources of supply” is used herein to mean 
gas owned or controlled by the registrant and gas purchased 
under both short and long-term contracts from suppliers. 


***Where such information is unknown or not reasonably 
available, reference is made to the provisions of Rule 409 
under the Act. 


* * 


Guide 2 is adopted as follows: 


2. Disclosure of Extractive Reserves and Natural Gas Sup- 
plies. 


(a) Items 1(b) and 3 of Form 10 require that companies en- 
gaged in extractive operations include, where appropriate, 
the quantitative amount of their estimated reserves. If appro- 
priate, the current market price per barrel of oil, m.c.f. of 
gas, or the assay value per ton of ore may also be shown, but 
it is deemed inappropriate to show a dollar amount equal to 
the market price multiplied by the number of barrels of oil, 
m.c.f. of gas, or tons of ore. 


(b) Pursuant to Items 1(b) and 3 of Forms 10 and 10-K, 
companies engaged in the gathering, transmission, or distri- 
bution of natural gas are required to disclose material infor- 
mation with respect to the current availability” of gas sup- 
plies. Each such company should develop disclosure based 
upon the facts and circumstances of its particular situation, 
including, where appropriate, disclosure by areas or regions. 
Such disclosure should be in a form understandable to in- 
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vestors and should include, but not be limited to, descrip- 
tions of the following factors: 





*The term “availability is used herein to mean that quantity 
of gas which can be delivered from current sources of supply 
for a given future time period such as a day, a month, or a 
year. This term is not intended to have the same meaning as 
the term “‘deliverability’’ which is used by the Federal Pow- 
er Commission in Form 15 Annual Reports. 


1. Estimates of gas supplies (proved reserves, whether de- 
veloped or undeveloped, or other sources) owned, dedicated, 
or contracted to a system, whether or not based on reports 
of outside consultants, are not necessarily indications of the 
company’s ability to meet its current obligations (whether 
or not evidenced by contract) to its customers; 


2. The total gas supply available to the company’s system 
may include significant amounts of gas subject to priorities 
which may affect quantities delivered to certain classes of 
customers, such as customers receiving services under low 
priority and interruptible contracts; 





3. Priority allocations and price limitations imposed by 
federal and state regulatory agencies, as well as other factors 
beyond the control of the company, may affect the ability 
of the company to meet its contractual obligations; 


4. Numerous factors beyond the control of the company, 

such as other parties having control over the drilling of new | 

wells, competition for the acquisition of gas, and the avail- 

ability of foreign reserves, may affect the ability of the com- | 

pany to acquire additional gas supplies, or to maintain orin- J 

crease the capacity to deliver; and 9 
; 


5. The company’s earnings and financing needs may be 
affected by its inability to meet its short or long-term con- 
tractual obligations. 


6. Investors would be better informed concerning the cur- 
rent availability of gas supplies if companies would publish 
in tabular form information concerning gas supplies, delivery 
commitments, and customers’ requirements. Such presenta- 
tions should set forth historical information with respect to 
gas obtained from companies’ sources of supply **, the 
principal sources of supply relied upon, and the amounts 
received from each such source, together with estimates of 
gas available from present sources for the next year, or such 
other period of years as may be appropriate. Information 
also should be provided as to steps that may be taken by 
the company to insure available gas for current and future 
commitments. *** 


**The phrase “sources of supply” is used herein to mean 
gas owned or controlled by the company and gas purchased 
under both short and long-term contracts from suppliers. 


***Where such information is unknown or not reasonably 
available, reference is made to the provisions of Rule 12b- 
21 under the Act. 


* * 


The Commission has amended Guide 28 and has adopted 
Guide 2 pursuant to authority in Sections 6, 7, 10 and 19(a) 
of the Securities Act, as amended, and Sections 12, 13 and 
23(a) of the Exchange Act, as amended. The amendments 
will be effective August 1, 1974, and will apply to registra- 
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tion statements under the Securities Act and to reports and 
registration statements under the Exchange Act filed on or 
after that date, but not to such registration statements and 
reports filed before that date. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10888/June 28, 1974 


The Securities and Exchange Commission announced a sus- 
pension of trading pursuant to Section 15 (c)(5) of the Se- 
curities Exchange Act of 1934 in all the securities of Nicoa 
Corporation for a ten-day period June 28, 1974 through 
July 7, 1974. 


The Commission initiated the suspension of trading of the 
securities of Nicoa Corporation on June 18, 1974 because 

of questions which have been raised concerning the recent 
after market trading activities in the common stock of Nicoa 
Corporation. This initial suspension expired on June 27, 
1974. 


(See Exchange Act Release No. 10864 for additional infor- 
mation.) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10889/June 28, 1974 


The Securities and Exchange Commission today issued the 
following warning to investors. The Commission said it was 
issuing this warning because the recent promotion of get- 
rich-quick schemes, promising spectacular returns without 
any basis in fact, had resulted in the loss of millions of dol- 
lars. The Commission noted that its statement was not di- 
rected at the thousands of securities issues lawfully and pro- 
perly offered to investors in this country. The Commission’s 
statement follows: 


“Recent fraudulent schemes have been promoted by 
claims of a quick and high rate of return on money 
invested. Unfortunately, these investments are often 
stimulated by tips and rumors spread by friends, rela- 
tives and neighbors. 


“Some of these promotions are a variation of the Pon- 
zi or pyramid-type schemes in which the purported 
operation yields little or no income and early investors 
are repaid with money obtained from later investors 
who are left with substantial losses when the scheme 
collapses. 


“This statement is issued because of the serious losses 
to investors, many of whom cannot afford such loss- 

es. In some cases investors have parted with their life 

savings and find themselves on the verge of bankrupt- 
cy. In addition to the substantial impact on the de- 





frauded investor, schemes of this sort result in drawing 
the public’s funds away from legitimate investment 
areas where they are urgently needed for useful econ- 
omic purposes.” 


“Here are circumstances that should make you wary of 
a proffered investment opportunity: 


1. Promises of spectacular returns or profits far above those 
normally expected. 


2. Sales approaches from strangers. 


3. Rumors you hear from friends, neighbors and acquaint- 
ances about unusual investment opportunities. 


4. Telephone calls from strangers, particularly in other 
cities, trying to pursuade you to invest. 


5. The use of post office box numbers in connection with 
communications. 


6. The failure to receive fu// written information about the 
people involved, the terms of the offering, the financial con- 
dition of the enterprise and its prior business record. 


7. The promise of an instant solution to all your financial 
problems. 


8. Pressure to make a quick investment decision. 
9. Claims of a new or exotic product or enterprise. 


10. Claims that you have been selected to get in on the 
ground floor. 


“The Commission repeats its basic guide: Investigate 
before you invest. Make the kind of inquiry that a 
person normally makes before making any substantial 
purchase. The following guidelines are suggested: 


1. If possible, consult with a person who is knowl- 
edgeable in investments and whom you trust. Discuss 
the advantages, disadvantages and risks with him be- 
fore investing. 


2. Before investing, where no information has been 
provided, ascertain whether the offeror is regulated 
by any Federal or State authority. If so, contact such 
authority for information on the offeror and the in- 
vestment. 


3. Insist on written literature such as a prospectus, 
offering circular or other document or material giving 
details on the investment and the potential risks invol- 
ved. Save the material, including envelopes. 


4. You should be suspicious of high pressure sales 
persons urging you to act immediately to receive some 
special benefit or that indicate you are in a select 
group specially designated to receive preferential ad- 
vantages, or that imply you can earn all or part of 
your investment back by promoting sales. 


.5. You should be extremely cautious in dealing with 
strangers and especially unknown persons located in 
another area with only a post office box number. Ask 
such persons to send you financial and background 
information about themselves. Read this carefully and 
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save it, including the envelopes. 


6. Before making any investment, think carefully and 
answer the following question. Why should someone 
offer you a special opportunity to earn an investment? 
Beware of offers made entirely or primarily orally, in- 
cluding high-pressure telephone calls. Insist that any 
representation on which you may expect to rely be 
put in writing and signed, unless it has been filed with 
a governmental authority. 


7. Where a person is offering an investment in a partic- 
ular business and no filing has been made with a govern- 
mental authority, find out where the business is located, 
and before making a substantial investment, try to visit 
the premises and view the operation. Also insist upon 
receiving periodic financial information about the in- 
vestment. 


8. If you really need the money and cannot afford to 

lose it, be particularly cautious. Beware of the promo- 

tion which proposes to solve all of your financial prob- 
lems quickly. 


9. Don’t make payments to, or accept payments from 
third persons. Always insist on making payments in the 
name of and directly to the brok ~ =r other financial 
institution with whom you are dealing. In addition, you 
should not enter into any joint arrangement, including 
profit sharing agreements, with the individual handling 
your account at such institution, and you should insist 
that when you are to receive the proceeds of an invest- 
ment they come directly from the entity from whom 
due. 


10. If, after all these precautions, you still have ques- 
tions on the investment, consult your local office of 
the Better Business Bureau, State Securities Authority 
or the nearest office of the Securities and Exchange 
Commission.” 


“The Commission is especially interested in being noti- 
fied promptly as to investment schemes which may be 
questionable. In this way the Commission can act quick- 
ly to take effective action to protect the investing pub- 
lic and minimize losses to them. Information may be 
sent to any regional or branch office of the Commission 
or its Division of Enforcement at 500 North Capitol 


7224 Federal Building 
1961 Stout Street 
Denver, Colorado 80202 
(303) 837-4424 


503 U. S. Court House 
10th & Lamar Streets 
Fort Worth, Texas 76102 
(817) 334-3393 


BRANCH OFFICES 


Room 899 

Federal Office Building 
1240 E. 9th at Lakeside 
Cleveland, Ohio 44199 

(216) 522-4060 


1044 Federal Building 
Detroit, Michigan 48226 
(313) 266-6070 


2606 Federal Office & Courts 
Building 

515 Rusk Avenue 

Houston, Texas 77002 

(817) 334-3393 


Suite 701 

Dupont Plaza Center 

300 Biscayne Boulevardway 
Miami, Florida 33131 

(305) 350-5765 





Room 810 

1411 4th Avenue Building 
Seattle, Washington 98101 
(206) 442-7990 


Ballston Centre Tower No. 3 
4015 Wilson Blvd. 
Arlington, Virginia 22203 
(703) 557-8201 


Room 2204 

600 Arch Street 
Federal Building 
Philadelphia, Pa. 19106 
(215) 597-2278 


Federal Reserve Bank Bidg. 
Room 6004 

120 South State Street 
Salt Lake City, Utah 84111 
(801) 524-5796 


450 Golden Gate Avenue 

Box 36042 

San Francisco, California 94102 
(415) 556-5264 


Room 1452 

210 North Twelfth Street 
St. Louis, Missouri 63101 
(314) 622-5555 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10890/June 28, 1974 


Admin. Proc. File No. 3-4469 


In the Matter of 


WILLIAM T. PHELAN 
307 Wickham Drive 
Schaumburg, Illinois 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 


TION 








In these proceedings under the Securities Exchange Act, 
William T. Phelan, formerly a partner of a registered broker- 
dealer, has filed a stipulation and consent. Soley for the pur- 
pose of these and any other proceedings pursuant to speci- 
fied provisions of the Exchange, Investment Advisers, Invest: 
ment Company and Securities Investor Protection Acts, and 
without admitting or denying the allegations of the order 
for proceedings, respondent consents to findings of willful 
violations as alleged in that order and to entry of an order 
barring him from association with any broker-dealer, invest: 
ment adviser, investment company, or affiliate of an invest- 
ment company. 



















Street, Washington, D.C. 20549.” 


SECURITIES AND EXCHANGE COMMISSION OFFICES 
REGIONAL OFFICES 


Suite 138 

1371 Peachtree Street, N.E. 
Atlanta, Georgia 30309 
(404) 526-5844 


Room 1043, U.S. Court House 
312 N. Spring Street 

Los Angeles, California 90012 
(213) 688-5871 


150 Causeway Street 
Boston, Massachusetts 02114 
(617) 223-2721 


26 Federal Plaza 
New York, New York 10007 
(212) 264-1636 


' 


On the basis of the order for proceedings and respondent's 
consent, it is found 1/ that, during the period from about 


Room 1708 January 1972 through May 1973, respondent willfully aided 


420 Golden Gate Avenue 


Everett McKinley Dirksen Bldg. Box 36042 and abetted violations of: 
219 South Dearborn Street San Francisco, California 94102 
Chicago, IIlinois 60604 (415) 556-5264 1. Sections 8(c) and 15(c)(2) of the Exchange Act and Rules 


(312) 353-7390 8c-1(a) and 15c2-1 thereunder in that securities were hypoth 
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ecated under circumstances prescribed by those provisions; 


2. Section 17(a) of the Exchange Act and Rule 17a-3 there- 
under in that false entries were made in certain books and 
records to give the appearance of compliance with net capi- 
tal requirements of the Midwest Stock Exchange; and 


3. Section 17(a) of the Exchange Act and Rule 17a-5 there- 
under in that a report of financial condition filed with the 
Commission failed to disclose violations concerning hypoth- 
ecation of customers’ securities and of the Midwest Stock 
Exchange’s net capital rules. 


In view of the foregoing, it is in the public interest to impose 
the sanction to which respondent has consented. 


Accordingly, 1T IS ORDERED that William T. Phelan be, 
and he hereby is, barred from association with any broker- 
dealer, investment adviser, investment company, or affiliate 
of an investment company. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other respond- 


ent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10891/June 28, 1974 


The Securities and Exchange Commission has authorized 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving L. G. Victors Gold & Co. (Re- 
gistrant) of Tuscon, Arizona. Also named as respondents 
are William Janssen, secretary-treasurer and the director of 
the Registrant and Lawrence G. Victors, formerly president 
and a director of the Registrant. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that the Registrant and the individual respond- 
ents variously violated the registration and the anti-fraud 
provisions of the Securities Act of 1933 and the Exchange 
Act, by reason of certain offers and sales of securities of 
several issuers. The Commission’s staff further alleged viola- 
tions of the books and records provisions of the Securities 
Exchange Act of 1934. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondents 
an opportunity to offer any defenses thereto, for the pur- 
pose of determining whether the allegations are true and, 

if so, whether any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10892/July 1, 1974 


The Securities and Exchange Commission has issued an or- 
der granting the application of (a) the American Stock Ex- 
change to strike from listing and registration the common 





stock of American Book-Stratford Press, Inc., and the com- 
mon stock and 5%% convertible subordinated debentures, 
due 1983, of Electrospace Corporation, and (b) The Nation- 
al Stock Exchange to strike from listing and registration 

the common stock of Jebco, Inc. 


The delistings were requested for the following reasons: 


At December 31, 1973, American Book-Stratford Press had 
net tangible assets of $934,000 and reported net losses in 
its three most recent fiscal years ended December 31 as 
follows: 1973, $3,060,000; 1272, $4,280,000; and 1971, 
$2,433,000. For the four months ended April 30, 1974 the 
company reported a net loss of $547,000. The aggregate 
market value of the publicly-held shares was $419,967, 
based upon a recent over-the-counter bid price of 3/8. 


Electrospace had filed a petition for arrangement under 
Chapter XI of the Federal Bankruptcy Act, and on May 24, 
1974 it was determined that the company was bankrupt. It 
is anticipated that after liquidation by the secured creditofs, 
nothing will be available to the holders of the common 
stock and the debentures of the company. 


Jebco, as a result of the one-for-fifty reverse stock split 
effected on April 10, 1974, has fewer than 50,000 shares 
publicly held. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10893/July 2, 1974 


The Securities and Exchange Commission today entered an 
order barring Clyde E. Skeen of Dallas, Texas, from being 
associated with any broker-dealer for a period of one year 
but providing that Skeen may apply to the Commission 
after one year to become associated with a broker-dealer 
upon showing that he will be adequately supervised. Skeen 
was named as a respondent in a public administrative pro- 
ceeding under the Securities Exchange Act of 1934 against 
a Fort Worth, Texas based registered broker-dealer, Janes 
L. Cody, Inc. The proceeding against Skeen was based on 
alleged violations of the net capital, financial reporting aftd 
broker-dealer registration provisions of the Exchange Aci. 


The Commission's order was based on an offer of settlement 
by Skeen, without admitting or denying the allegations 
charged against him, but consenting to Commission findings 
that he had committed the alleged violations. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10894/July 2, 1974 


Admin. Proc. File No. 3-4349 
In the Matter of the Application of 


LIVADA SECURITIES CO. 
437 Congress Street 
Portland, Maine 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 
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FINDINGS, OPINION AND ORDER DISMISSING RE- 
VIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Where member of registered securities association, in vio- 
lation of association's rules of fair practice, failed to com- 
ply with net capital and recordkeeping requirements, 
sanctions of censure and fine sustained as not excessive 
or oppressive with due regard to public interest. 


APPEARANCES: 
Achilles Livada, pro se. 


Lloyd J. Derrickson, Richard A. Fitzpatrick and Dwight D. 
Keen, for the National Association of Securities Dealers, Inc. 


Livada Securities Co. (‘applicant’) has applied pursuant to 
Section 15A(g) of the Securities Exchange Act for review of 
disciplinary action taken against it by the National Associa- 
tion of Securities Dealers, Inc. (“NASD”). The NASD found 
that, during the period 1970-1971, Achilles Livada, now ap- 
plicant’s general partner and at that time doing business as a 
sole proprietor, violated Article I1!. Sections 1 and 21 of its 
Rules of Fair Practice 1/ in that (a) h.. engaged in business 
while his adjusted net capital was below the $5,000 mini- 
mum required by our Rule 15c3-1 under the Exchange Act 
on each month-end date from May through August 1971 
and as of September 9, 1971, with the deficiencies ranging 
from $930 to $1,585, (b) certain of his books and records 
were not current or complete as required by our Rule 17a-3 
under the Exchange Act, and (c) his quarterly financial re- 
ports to the association for the periods ending January and 
April 1971 were inaccurate and incomplete. With respect to 
the recordkeeping deficiencies, which were uncovered in an 
inspection on September 9, 1971, the NASD found that the 
customer and broker ledgers had not been posted beyond 
August 31 and the stock position records were in arrears by 
at least three weeks, and that proofs of money balances of 
ledger accounts for the period August 1970—May 1971 were 
incomplete or not on file, with the result that trial balances 
for tl.at period were not balanced or complete. 


On the basis of the above findings, an NASD District Busi- 
ness Conduct Committee censured Livada, fined him $500, 
suspended his membership for two days and assessed costs 
of $84 against him. On appeal, the Board of Governors 
affirmed the findings of violations but modified the penal- 
ties by remitting the suspension and increasing the fine to 
$1,000. 


Livada admits the violations but contends that the penalties 
imposed are excessive and oppressive 2/ in light of various 
mitigating circumstances, which the NASD recognized, in- 
cluding the fact that the violations were inadvertent and at- 
tributable in part to his inexperience, and the steps taken to 
avoid a repetition. He also stresses the size of the fine in re- 
lation to applicant's capital of about $20,000. 


The reocrd shows that Livada, after spending some 16 years 
in the insurance business, entered the securities business as a 
sole proprietor in 1969. After dealing initially only in mutual 
funds, he began to branch out into a general securities busi- 
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ness early in 1970. His recordkeeping system was set up by 
a large accounting firm which, as he subsequently learned, 
was inexperienced with respect to our requirements. The 
system was apparently established when his business was al- 
most exclusively in mutual fund sales and did not include 
adequate procedures for preparation of the required trial 
balances. Livada testified that his own computations showed 
him to be in compliance with capital requirements at all 
times. However, when the accountants completed their 1971 
audit in August, he learned that he had been out of compli- 
ance since May. He then contributed sufficient additional 
capital to meet requirements. When the NASD inspector 
found a deficiency on Spetember 9, 1971, Livada made a 
further capital contribution. He attributed the incomplete- 
ness of his ledgers and position records primarily to the ill- 
ness of his bookkeeper. It appears that the various record- 
keeping deficiencies were promptly remedied. Since Septem- 
ber 1971, Livada has been required to submit semi-month- 
ly, and later monthly, trial balances and net capital compu- 
tations to the NASD and has been in compliance with capi- 
tal requirements. 


In his appeal to the Board of Governors, Livada focused his 
arguments on the asserted harshness of the suspension. As 
noted, the Board heeded his pleas by remitting the suspen- 
sion, although it increased the fine from $500 to $1,000. It 
referred to the mitigating circumstances cited above, but 
stressed the seriousness of the violations and noted the fact 
that once before, in 1970, the NASD staff had cautioned 
Livada by letter about recordkeeping deficiences. 


The issue before us is not whether we would have imposed 
the same sanctions as the NASD, but whether the penalties 
imposed are excessive or oppressive, having due regard to 
the public interest. We do not find them so. Needless to 
state, we are in full accord with the NASD‘s emphasis on the 
importance of our net capital and recordkeeping require- 
ments. The net capital rule, which was designed to assure fi- 
nancial responsibility of brokers and dealers, 3/ has been des- 
cribed as “‘one of the most important weapons in the Com- 
mission’s arsenal to protect investors.”” 4/ And accurate and 
current records are essential to enable a broker-dealer to de- 
termine compliance with net capital and other requirements. 
5/ The fact that there were no customer losses does not mit- 
igate the violations. 6/ And while Livada may have had rea- 
son to rely on his accountants, he could not shift to them 
his ultimate responsibility for compliance with the pertinent 
requirements. 7/ 


Accordingly, 1T IS ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission ( Chairman GARRETT and Commissionr- 
ers LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ Section 1 requires members to observe high standards of 
commercial honor and just and equitable principles of trade. 
Section 21 requires members to keep and preserve books 

and records in accordance with applicable statutes and rules. 


2/ Section 15A(h) of the Exchange Act, which defines the 
nature of our review of disciplinary action by the NASD, 

provides that we must dismiss these proceedings if we find 
that applicant engaged in the conduct found by the NASD 
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and that such conduct violated the designated rules of the 
association, unless we further find that the penalties imposed 
by the NASD are excessive or oppressive, having due regard 
to the public interest, and should be cancelled or reduced. 


3/ M. V. Gray Investments, Inc., Securities Exchange Act 
Release No. 9180, p. 6 (May 20, 1971). 


4/ Blaise D’Antoni & Associates, Inc. v. S.E.C., 289 F.2d 
276, 277 (C.A. 5, 1961). 


5/ See, e.g., Fox Securities Company, Inc., Securities Ex- 
change Act Release No. 10475 (November 1, 1973), 2 SEC 
Docket 667. 


6/ Higgs, Inc., Securities Exchange Act Release No. 10299 
(July 26, 1973), 2 SEC Docket 197, 198: ‘’[E] xposure of 
customers to risk of loss is itself the abuse at which the 
[net capital] rule is aimed.” 


7/ See Dalen Investments & Funds, Inc., Securities Exchange 
Act Release No. 9679, p. 3 (July 14, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10895/July 2, 1974 


In the Matter of 


ADAMS-FASTNOW COMPANY, INC. 
215 West Seventh Street 

Los Angeles, California 

(83734) 


WILLIAM FASTNOW 


WEINRESS & CO., INC. 
33 North Dearborn Street 
Chicago, Illinois 
(815704) 


MORTON WEINRESS 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these remedial proceedings under the Securities Exchange 
Act, Adams-Fastnow Company, Inc. (’‘Fastnow, Inc.’’) and 
Weinress & Co., Inc. (“Weinress, Inc.’’), registered brokers 
and dealers, and William Fastnow and Morton Weinress, re- 
spectively, executive officers of Fastnow, Inc. and Weinress, 
Inc., have submitted offers of settlement. Solely for pur- 
poses of these proceedings and any other proceedings under 
specified provisions of the securities acts, and without ad- 
mitting or denying the charges in the order for proceedings, 
respondents consent to findings of willful violations of desig- 
nated statutory provisions and to the imposition of specified 
sanctions. Upon the recommendation of its staff, the Com- 
mission determined to accept the offers. 


The order for proceedings alleges, among other things, that 
during the period from about September 1970 to March 
1973, respondents unlawfully sold unregistered common 
stock of Contemporary Environments, Inc., and in the offer 
and sale of that stock Weinress, Inc. made material misstate- 
ments to customers. On the basis of the offers of settlement 
it is found that respondents willfully violated Sections 5(a) 


and 5c) of the Securities Act, and that Weinress, Inc. also 
willfully violated Section 17(a) of that Act and Section 10 
(b) of the Exchange Act and Rule 10b-5 thereunder. 1/ 


The settlement offers of Fastnow, Inc. and Fastnow pro- 
vide that the firm may be suspended for 45 days from effect- 
ing over-the-counter transactions, except liquidating transac- 
tions, and that Fastnow may be suspended from association 
with a registered broker-dealer, investment adviser, invest- 
ment company, or affiliate thereof, for a like period. With 
respect to Weinress, Inc. and Weinress, their offers provide 
that Weinress, Inc. may be suspended from transacting any 
business as a registered broker-dealer for 30 days, following 
which its broker-dealer registration will be promptly with- 
drawn, and that Weinress may be suspended from associa- 
tion with a registered broker-dealer, investment adviser, in- 
vestment company, or affiliate thereof, for 15 days, follow- 
ing which he may be barred from such association in a sup- 
ervisory capacity. Under all the circumstances, it is in the 
public interest to impose the sanctions specified in the of- 
fers of settlement. 


Accordingly, 1T iS ORDERED that Adams-Fastnow Com- 
pany, Inc. be, and it hereby is, suspended for 45 days from 
effecting over-the-counter transactions, except that it may 
effect liquidating transactions, and that Weinress & Co., Inc. 
be, and it hereby is, suspended from transacting any busi- 
ness as a registered broker-dealer for 30 days, following 
which its broker-dealer registration will be promptly with- 
drawn, and it is further 


ORDERED that William Fastnow be, and he hereby is, sus- 
pended from being associated with any registered broker- 
dealer, investment adviser, investment company, or affiliate 
thereof, for 45 days, and that Morton Weinress be, and he 
hereby is, suspended from being so associated for 15 days, 
following which Weinress is barred from such association in 
a supervisory capacity. 


The suspensions will commence with the opening of busi- 
ness on the second Monday after the date of this order. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are binding only upon the above 
captioned respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10896/July 2, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
over-the-counter trading in the securities of Hershberger En- 
terprises, Inc. (formerly Hershberger Explorations, Inc.) of 
Wichita, Kansas, a Delaware corporation, for the ten-day 
period of commencing at 1:00 p.m. (EDT) on July 2, 1974 
and terminating at midnight (EDT) on July 11, 1974. 


The Commission initiated the trading suspension because 
the company has failed to comply with the reporting provi- 





SEC DOCKET/531 


sions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and «intil they have strictly complied with all of 
the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately con- 
tact the staff of the Securities and Exchange Commission, 
Division of Enforcement in Washington, D.C. If any broker 
or dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the se- 
curities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10897/July 3, 1974 


NOTICE OF EXTENSION OF TIME FOR PUBLIC COM- 
MENT ON PROPOSED AMENDMENT OF NEW YORK 
STOCK EXCHANGE RULE 440A.11 

File No. S7-524 


On May 24, 1974, the Commission published for comment 
a proposed amendment to New York Stock Exchange Rule 
440A.11, which was submitted to the Commission by the 
New York Stock Exchange pursuant to Securities Exchange 
Act Rule 17a-8. That amendment would eliminate the lang- 
uage in Rule 440A.11 permitting the adjustment of fees for 
statistical or investment advisory services in accordance with 
commission business received and would substitute new 
language to prohibit any adjustment of a published fee (Se- 
curities Exchange Act Release No. 10824). The time for sub- 
mitting such comments expires July 1, 1974. 


In view of requests for additional time within which to sub- 
mit comments on the proposed amendment, the Commission 
has determined to extend the time for submitting comments 
to July 15, 1974. All interested persons are invited to sub- 
mit their comments in writing to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 on or before July 15, 
1974. Such communications should refer to File No. $7-524 
and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10898/July 3, 1974 
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See Securities Act Release No. 5510/July 3, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10899/July 3, 1974 


See Securities Act Release No. 5511/July 3, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10900/July 3, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 
over-the-counter trading in the securities of American Varie- 
ty International of Los Angeles, California for the ten-day, 
period commencing at 12:00 noon (EDT) on July 3, 1974 
and terminating at midnight (EDT) on July 12, 1974. 


The suspension was initiated because of the unavailability 
of adequate and accurate information about the company 
and because of questions which have been raised concerning 
the recent trading activities in the common stock of Ameri- 
can Variety International. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 
of the provisions of said rule. |f any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famil- 
iarized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10901/July 3, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c) of the Securities Exchange Act of 
1934 (“Exchange Act”) the temporary suspension of over- 
the-counter trading in the securities of Prairie Petroleum, 
Inc. (“PPI"’), Dallas, Texas, a Colorado corporation, for the 
ten-day period commencing at 12:45 p.m. (EDT) on July 3, 
1974 and terminating at midnight (EDT) on July 12, 1974. 


The Commission initiated the suspension because of the 
lack of current accurate information available to the public 
concerning the financial condition and management of PPI. 
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The Commission has been informed that PP! has no current 
financial records, and available information does not accur- 
ately reflect its financial condition. Its only assets are two 
oil and gas leases acquired in exchange for stock and the 
value of the leases is unknown. 


In March, 1974, three of the officers of PPI, including its 
President and Chairman of the Board of Directors, Charles 
W. Sanders, resigned from office and were replaced by a new 
group of officers. Neither the resignations nor the election 
of new officers has been made known to stockholders or po- 
tential investors. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 

broker or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any quota- 
tion but immediately contact the Securities and Exchange 
Commission, Division of Enforcement in Washington, D.C. 
lf any broker or dealer is uncertain as to what is required 

by Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he has 
familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Commis- 
sion will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10902/July 5, 1974 


Admin. Proc. File No. 3-4502 
In the Matter of 


TEXACO OPERATIONS (EUROPE) LTD. 
Application Pursuant to Section 12(h). 


The Securities and Exchange Commission has issued a notice 
giving interested persons until July 22, 1974 to request a 
hearing on an application by Texaco Operations (Europe) 
Ltd. (the ““Company’’) a wholly-owned consolidated subsidi- 
ary of Texaco, Inc. (‘“Texaco’”’), pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an order exempt- 
ing the company from the reporting requirements of Section 
13 of the Act. The Company was organized for the principal 
purpose of selling crude oil and petroleum products to Euro- 
pean subsidiaries and affiliates of Texaco. The Company’s 
4%% Convertible Guaranteed Debentures due 1988 are listed 
on the New York Stock Exchange, where only limited trad- 
ing has occurred in these Debentures. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10903/July 5, 1974 


The Securities and Exchange Commission has ordered public 


administrative proceedings under the Securities Exchange 
Act of 1934 involving A.E.1., Incorporated (Registrant) of 
Minneapolis, Minnesota. Also named as respondents are 
Robert P. Johnson, the president, treasurer, secretary and 
the sole director of the Registrant; Gordon F. Engel, a secur- 
ities salesman formerly associated with the Registrant; and 
Charles R. Lindquist, a securities salesman presently associ- 
ated with the Registrant. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that Registrant and the individual respondents 
variously violated the registration and the anti-fraud provi- 
sions of the Securities Act of 1933 and the Exchange Act, 
by reason of certain offers and sales of securities of several 
issuers. 


The Commission’s staff further alleged violations of the net 
capital, broker-dealer registration, books and records, finan- 
cial reporting, transmission of payments received in connec- 
tion with underwriting and the telegraphic notice and report- 
ing provisions of the Exchange Act. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondents an op- 
portunity to offer any defenses thereto, for the purpose of 
determining whether the allegations are true and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18476/June 28, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bow! Road 

Morristown, New Jersey 07960 

(70-5467) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING ISSUE AND SALE OF CUMULA- 
TIVE PREFERRED STOCK AND REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company (‘Jersey Central’’), an electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed with this Commission 
a third post-effective amendment to the application previous- 
ly filed in this matter, pursuant to Section 6(b) of the Pub- 
lic Utility Holding Company Act of 1935 (’“Act’’) and Rules 
24 and 50 promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are referred to the 
application as now amended, which is summaried below, for 
a complete statement of the proposed transaction. 


By orders dated April 3, 1974 and May 24, 1974 (Holding 
Company Act Release Nos. 18361 and 18423), this Com- 
mission, among other things, authorized the issuance and 
sale of 350,000 additional shares of Jersey Central’s Cumu- 
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lative Preferred Stock, % Series F, subject to the com- 
petitive bidding requirements of Rule 50 under the Act. 


Pursuant to its public invitation for bids, Jersey Central re- 
ceived only one bid on May 30, 1974 for 200,000 shares of 
said stock at $100 per share and a dividend rate and cost to 
the company of 12.56%. Jersey Central accepted such bid, 
but concluded the following day that it would not proceed 
with the consummation of the sale because it could not be 
certain that the ultimate purchasers of such 200,000 shares 
of Cumulative Preferred Stock would have knowledge, prior 
to confirmation of their purchase, of material developments 
which had occurred subsequent to the distribution of its 
prospectus, upon the basis of which such bids had been in- 
vited. Those events were (a) the entry by the New Jersey 
Public Utility Commissioners (““NJPUC”) on May 28, 1974, 
of an interim order granting Jersey Central a $23.6 million 
annual rate increase, but also providing that charges under 
Jersey Central's energy adjustment clause could not exceed 
1.35 cents per kwh without further authorization from the 
NJPUC, and (b) the discovery on the evening of May 29, 
1974 of a malfunction in the reactor of Jersey Central’s 
Oyster Creek nuclear generating station which prevented 
the operation of such station. 


From a subsequent discussion with underwriter representa- 
tives, it was determined that it would not be feasible to 
market the preferred shares through competitive bidding in 
the near future due to the stock’s rating and the generally 
uncertain market for securities of electric utilities. !t was al- 
so determined that, in view of the past unsuccessful effort 
to market the shares through competitive bidding, a private 
placement or a negotiated public offering would be the only 
feasible alternatives. 


Jersey Central now requests pursuant to the provisions of 
paragraph (a)(5) of Rule 50 that it be granted an exemption 
from the competitive bidding requirements of Rule 50 with 
respect to the proposed issuance and sale by it of the 
350,000 shares of Cumulative Preferred Stock, in order that 
it may enter into negotiations for a sale on a private place- 
ment basis, or through a negotiated public underwriting, of 
such shares, or such lesser number of shares as Jersey Central 
shall find it feasible to sell on satisfactory terms. 


The Board of Public Utility Commissioners of New Jersey 
has jurisdiction over the proposed issue and sale of the Cum- 
ulative Preferred Stock by Jersey Central and no other state 


commission and no federal commission, other than this Com- 


mission has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 15, 1974, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendment to the appli- 
cation which he desires to controvert; or he may request 
that he be notified should the Commission order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
shou!d be filed with the request. At any time after said date, 
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the application, as now amended or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 

By: Shirley E. Hollis 
Assistant Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18477/June 26, 1974 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


MICHIGAN CONSOLIDATED GAS COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
(70-5508) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO DIVISION OF BANK BY HOLDING COMPANY AND 
RELENDING OF PROCEEDS TO SUBSIDIARY COM- 
PANIES 


American Natural Gas Company (“American Natural’’), a 
registered holding company, and its subsidiary companies, 
Michigan Consolidated Gas Company (“Michigan Consoli- 
dated’’) and Michigan Wisconsin Pipe Line Company (“Mich- 
igan Wisconsin’’), have filed an application-declaration and 
an amendment thereto with this Commission pursuant to 
Sections 6(a), 7, 9(a), and 10 of the Public Utility Holding 
Company Act of 1935 (“Act’’) regarding the following pro- 
posed transactions. 


Pursuant to the Commission’s orders dated May 18, 1970, 
and December 22, 1972 (HCAR Nos. 16727 and 17822), 
American Natural was authorized to issue and sell its notes, 
from time to time until July 1, 1974, up to a maximum of 
$40,000,000 to the Institutional Investment Division of 
First National City Bank, New York, N.Y. (“Investment 
Division”). American Natural is herein seeking continuation 
of that authorization, which is described below, until Janu- 
ary 1, 1976. 


Investment Division administers, as Trustee, pension and 
other funds of many corporations. It is stated that Invest- 
ment Division has a continuous flow of funds from its in- 
ternal operations and follows a practice of pooling these 
funds for loans to various corporations through its nominee, 
King & Co. The interest rate on the proposed notes will be 
equivalent to the highest rate paid daily by General Motors 
Acceptance Corporation on its commercial paper with a ma- 
turity of 30 to 180 days. American Natural will be notified 
by Investment Division of any change in the interest rate. 





S, 


hich- 


id 


ng 
rO- 


tion 





The notes issued from July 1 to December 31 will mature 

January 1 of the following year, and those issued from Jan- 
/ . 
uary 1 to June 30 will mature July 1 of the same year. In- 
vestment Division will have the right, however, to demand 
payment at any time of all or any part of the principal of 
the loan or loans outstanding. American Natural will have 
the right to prepay the notes at any time without penalty. 


American Natural proposes to relend the funds obtained 
from Investment Division to Michigan Wisconsin and Michi- 
gan Consolidated on the same terms, conditions, and matur- 
ities as those pertaining to the funds borrowed by it. Such 
funds will be made available first to Michigan Wisconsin, and 
any available balance (within the $40,000,000 aggregate 
maximum) will be loaned to Michigan Consolidated. While 
American Natural anticipates that borrowings from the In- 
vestment Division will be available on a continuing basis, 
when repayment is required of all or a portion of the funds 
borrowed by it, the two subsidiary companies, in turn, will 
make repayments to American Natural, approximately pro 
rata, to the extent repayment is requested by Investment 
Division. When Investment Division again has funds available, 
American Natural will borrow the amounts tendered and re- 
lend them to its subsidiary companies. 


It is stated that under the type of arrangement described 
above, the subsidiaries have been able to obtain funds at a 
lower cost than on borrowings from banks under lines of 
credit. As an example, during 1973, the interest rate from 
Investment Division ranged from a low of 5.66% to a high 
of 9.65%, compared with a range in the prime rate at First 
National City Bank from a low of 6% to a high of 10%. 


@: order to assure the availability of funds to make any re- 





quired repayments to American Natural under the above 
arrangement, Michigan Wisconsin has obtained a $20,000,- 
000 line of credit from the Commercial Division of First 
National City Bank until December 31, 1975. Any borrow- 
ings thereunder evidenced by notes will bear interest at the 
prevailing prime rate of First National City Bank and will 
mature no later than December 31, 1975. Interest is payable 
every 90 days, and the notes may be prepaid at any time 
without penalty. In connection with this line of credit, Mich- 
igan Wisconsin is required to maintain compensating balances 
with First National City Bank. Translated into terms of 
American Natural’s cost of borrowing from Investment Divi- 
sion, these compensating balances would have the effect of 
increasing such cost of borrowing by approximately three 
fourths of 1%. 


American Natural requests authority to file certificates of 
notification required under Rule 24 with respect to the pro- 
posed transactions on a quarterly basis. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18431), 
and no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 

are necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said ap- 


0 become effective: 





Geer cic as amended, be granted and permitted 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act, ex- 
cept that the time for filing the certification thereunder is 
extended as previously indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18478/July 2, 1974 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-5390) 


NOTICE OF PROPOSED GUARANTEE OF FIRST 
MORTGAGE BONDS AND SHORT-TERM NOTES OF 
NON-AFFILIATE COMPANIES AND EXTENSION OF 
SHORT-TERM BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), an electric utility company and a registered 
holding company, and its electric utility subsidiary company, 
Pennsylvania Power Company (“Penn Power’), have filed a 
post-effective amendment to the application-declaration pre- 
viously filed in this proceeding with this Commission desig- 
nating Sections 6, 7, and 12(b) of the Public Utility Com- 
pany Act of 1935 (“Act”) and Rule 45 promulgated there- 
under as applicable to the proposed transactions. All inter- 
ested persons are referred to the application-declaration, as 
further amended by said post-effective amendment, which 

is summarized below, for a complete statement of the pro- 
posed transactions. 


Ohio Edison and Penn Power along with Duquesne Light 
Company (“Duquesne”), the Cleveland Electric Illuminating 
Company (“CEI”) and the Toledo Edison Company (“Tole- 
do Edison’’), all unaffiliated with Ohio Edison or Penn Pow- 
er, have entered a joint development program for power gen- 
eration and transmission known as the Central Area Power 
Coordination Group (““CAPCO”). On December 22, 1969, 
Ohio Edison, Penn Power and Duquesne, as buyers, entered 
into a 25-year coal supply agreement with the North Amer- 
ican Coal Corporation, as seller, for supplying the coal re- 
quirements of a CAPCO generating unit and a supplementary 
agreement to develop a new mine also to supply the said 
unit. These agreements were assigned by the seller to its 
wholly-owned subsidiary, Quarto Mining Company (’’Quar- 
to’). An order has been issued authorizing Ohio Edison and 
Penn Power to acquire notes, together with Duquesne, to 
finance the new Quarto mine. (Holding Company Act Re- 
lease No. 16905, November 16, 1970). On November 30, 


SEC DOCKET/535 





1971, the CAPCO companies entered into an agreement 
directly with Quarto to provide for the coal requirements of 
other CAPCO company generating units and to provide for 
additions to the new mine and the development of other 
new mines. 


The transactions that are the subject of this proceeding re- 
late to the permanent financing arrangements pursuant to 
which Quarto will complete additions to or the development 
of two of the new mines. The financing includes a lease por- 
tion (“lease portion”) and a debt portion (“Financing por- 
tion”). Under the lease portion Quarto will lease equipment 
to extract, haul, crush, clean, prepare, convey, and deliver 
to a large loading point mine run coal. 


The overall cost of the project was originally estimated at 
$140,000,000, $105,000,000 of which was to be supplied 
under the lease portion of the transaction and $35,000,000 
of which was to be supplied under the financing portion of 
the transaction. It is now stated that the total cost is esti- 
mated to be $150,000,000, the $10,000,000 increase to be 


supplied by increasing the financing portion to $45,000,000. 


The increase in cost is attributed to a reduction in revenues 
derived from coal sales resulting chiefly from labor problems 
at the mine. An additional reason for the increase in the fi- 
nancing portion is said to be that interest rates charged with 
respect to Quarto’s interim bank financing have been higher 
than originally anticipated. 


By order dated October 30, 1973 (Holding Company Act 
Release No. 18144) issued in this proceeding, this Commis- 


sion authorized Ohio Edison and Penn Power to issue certain 


guarantees in connection with Quarto’s development of the 
above-mentioned mines designed to serve the CAPCO com- 
panies. The applicants-declarants have now requested the 
same authority with regard to the additional $10,000,000 
amount proposed to be issued in connection with the finan- 
cing portion of the transaction. 


It is stated that pursuant to the financing portion of the 


transaction, Quarto has issued $20,500,000 principal amount 


of its bonds. It is now proposed that Quarto issue a new 
series of bonds under the financing portion (“Series B 
Bonds”) in a total principal amount of $20,000,000 to ma- 
ture January 1, 2000 and bearing an expected interest rate 
of 9.70% per annum. The Series B Bonds will be equally and 
ratably secured with the bonds previously issued with regard 
to the financing portion. 


It is stated that indications of interest have been obtained 
from institutional investors with respect to the Series B 
Bonds. It is also stated that indications of interest have been 
obtained with respect to the issuance by a special purpose 
corporation of $10,000,000 in new notes (“Series B Notes”) 
to finance the lease portion of the transaction. 


Although commitments will be obtained now with respect 


to the Series B Notes and the Series B bonds, it is stated that 


the institutional investors who will have committed to pur- 
chase the same do not wish to take delivery thereof prior to 
January 1975 based on reasons related to the management 


of their own funds. Accordingly, the Series B Notes and Ser- 


ies B Bonds are not expected to be issued prior to January 
1975. To provide for needed funds, additional bank lines of 
credit have been arranged through June 30, 1975. Borrow- 
ings under these lines will be by Quarto or by the Owner 
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Trustee under the lease transaction and will be limited to 
nine months or less. 


It is proposed that repayment of the borrowings under the 
bank lines of credit be severally guaranteed by the CAPCO 
companies. To make such guarantees, Ohio Edison and Penn 
Power request an extension of the authorization presently 
granted to them by the above-mentioned order of October 
30, 1973, to make short-term borrowings and/or guarantees 
not in excess of 10% of their respective capitalizations 
through June 30, 1975. 


The short-term borrowings to be made by Quarto and/or 
the Owner Trustee under the lease transaction, the repay- 
ment of which are proposed to be guaranteed by the CAP- 
CO companies, will be primarily under lines of credit estab- 
lished with five banks as follows: 





Amount of Interest Commitment 
Bank Line Rate* Fee 

Central National 

Bank of 115% of 

Cleveland $ 3,000,000 Prime w% 
Society National 

Bank of 125% of 

Cleveland 3,000,000 Prime None 
Cleveland Trust 117% of 

Company 10,000,000 Prime None 
The Chase Man- 

hattan Bank, 120% of 

N.A. 25,000,000 Prime None 
Mellon Bank, Prime plus 

N.A. 5,000,000 1%% None 


*It is stated that no compensating balances are required in connec- 
tion with these lines of credit. 


It is stated that the Public Utilities Commission of Ohio has 
jurisdiction over the proposed transactions with respect to 
Ohio Edison, and the Pennsylvania Public Utility Commis- 
sion has jurisdiction over the proposed transactions with 
respect to Penn Power. It is represented that no other state 
commission and no federal commission, other than this 


Commission, has jurisdiction over the proposed transactions. 


The additional fees, commissions and expenses incurred or 
to be with respect to the post-effective amendment, exclud- 
ing such costs to be incurred by the CAPCO companies 
other than Ohio Edison and Penn Power, and to be incurred 


by Quarto, are: (a) $3,500 fees, including legal fees for Ohio | 


Edison and (b) $1,500 fees, including legal fees for Penn 
Power. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 25, 1974, request in writing that a 
hearing be held in respect of such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration as fur- 
ther amended by said post-effective amendment, which he 
desires to controvert; or he may request that he be notified 
should the Commission order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 








4 






























if the person being served is located more than 500 miles 
, from the point of mailing) upon the applicants-declarants at 
the above-stated addresses, and proof of service (by affidavit 


e or, in case of an attorney at law, by certificate) should be 
0 filed with the request. At any time after said date, the appli- 
ann cation-declaration, as further amended by said post-effective 
y amendment, may be granted and permitted to become effec- 
ar tive as provided in Rule 23 of the General Rules and Regula- 
ees tions promulgated under the Act, or the Commission may 


grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
P. ing (if ordered) and any postponements thereof. 





For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
— Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18479/July 5, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 
(70-5332) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 

9 SALE OF NOTES TO BANKS AND TO DEALERS IN 
COMMERCIAL PAPER AND EXCEPTION FROM COM- 
PETITIVE BIDDING 


Indiana & Michigan Electric Company (“1&M”), an electric 


an utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed with this 
has Commission post-effective amendments to its application in 
to | this proceeding pursuant to Section 6(b) of the Public Util- 
se ity Holding Company Act of 1935 (“Act’’) and Rule 50(a) 


h (5) promulgated thereunder regarding the following pro- 
posed transactions. 







tate 

Bs By orders dated June 29, 1973, June 7, 1974 and June 11, 
tions. 1974 (Holding Company Act Release Nos. 18014, 18445 

j or and 18453), the Commission, among other things, author- 
clud- ized the issuance and sale of short-term notes by 1&M to 35 
: banks in an aggregate amount up to $60,387,500. At the 
urred __ time of said orders, the maximum amount of short-term in- 
Ohio | debtedness which 1&M could incur at any one time could 

in not exceed $125,000,000. 

1&M now proposes to issue and sell such short-term notes to 
rson 38 banks which have agreed to purchase up to $135,387,- 
nat a 500 of such notes. However, the total borrowings from all 
ature banks will at no time exceed the total amount ($125,000,- 
es 000) of borrowings authorized. Each note payable to a bank 
fur- to be issued by 1&M will be dated as of the date of the bor- 
n he rowing which it evidences and will mature not more than 
ified 270 days after the date of issuance or renewal thereof. The 
uch notes will be issued from time to time prior to December 
or >: 1974, as funds are required, provided that none of the 


haplil notes mature later than June 30, 1975. 
ir mail 


1&M proposes to issue and sell such short-term notes in an 
aggregate amount of $40,000,000 to First National City 
Bank, $15,000,000 to Chemical Bank, and $20,000,000 to 
Continental Illinois National Bank and Trust Company of 
Chicago. 1&M will be required to maintain compensating 
bank balances of 10%, 7%, and 10%, respectively, of the 
amount of the bank lines made available by these banks and 
additional compensating balances of 10% on the amount of 
any borrowings. If the full amount were borrowed from 
First National City Bank and Chemical Bank, the effective 
interest cost to 1&M would be approximately 22% above 
the current prime commercial rate of 11%% and 11%%, re- 
spectively, or about 14%. If the full amount were borrowed 
from Continental Illinois National Bank and Trust Company 
of Chicago, the effective interest cost to 1&M would be 
approximately 2-3/4% above the current prime commercial 
rate of 11%%, or about 14%%. No change is being requested 
in the total amount of short-term borrowings that the Com- 
mission has authorized 1&M to incur. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale 
of its commercial paper pursuant to paragraph (a)(5) there- 
of on the grounds that it is not practicable to invite compe- 
titive bids for commercial paper. 1&M also requests author- 
ity to file certificates under Rule 24 with respect to the 
issue and sale of commercial paper hereafter consummated 
pursuant to this proceeding on a quarterly basis. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debts presently outstand- 
ing and to pay part of the cost of its future construction 
program. Such construction expenditures for 1974 is esti- 
mated to total $150,000,000. The application states that, 
unless otherwise authorized by the Commission, all of the 
short-term debt of 1&M will be retired prior to June 30, 
1975, from internal cash resources, debt or equity finan- 
cing, or cash capital contributions. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said application, 
as now amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the time for filing the cer- 
tification thereunder with respect to the commercial paper 
is extended as previously indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18480/July 5, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 
(70-5351) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS AND TO COMMERCIAL 
PAPER DEALERS AND EXCEPTION FROM COMPETI- 
TIVE BIDDING 


Appalachian Power Company (““Appalachian”’), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed with this 
Commission post-effective amendments to the application 
previously filed in this matter pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (““Act”’) 
and Rule 50 (a)(5) promulgated thereunder, regarding the 
following proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, and June 
11, 1974 (Holding Company Act Release Nos. 18015, 18348, 
and 18448), this Commission, among other things, author- 
ized the issuance and sale of short-term notes by Appala- 
chian to 85 banks in an aggregate amount up to $55,673,- 
000 outstanding at any one time. At the time of said orders, 
the maximum amount of short-term indebtedness which 
Appalachian could incur at any one time could not exceed 
$100,000,000. 


It is now proposed that Appalachian issue and sell such 
short-term notes to 89 banks which have agreed to purchase 
up to $137,423,000. However the total borrowings from all 
banks will at no time exceed the total amount ($100,000,- 
000) of borrowings authorized. Each note payable to a bank 
to be issued by Appalachian will be dated as of the date of 
the borrowing which it evidences and will mature not more 
than 270 days after the date of issuance or renewal thereof. 
The notes will be issued from time to time prior to Decem- 
ber 31, 1974, as funds are required, provided that none of 
the notes will mature later than June 30, 1975. 


Appalachian also proposes to issue and sell such short-term 
notes in an aggregate amount of $40,000,000 to First Na- 
tional City Bank, $20,000,000 to Chemical Bank, and 
$20,000,000 to Continental Illinois National Bank and 
Trust Company of Chicago. Each such note will bear inter- 
est no greater than the prime rate of commercial banks at 
the time of issuance or in effect from time to time and will 
be prepayable at any time without premium of penalty. 
Appalachian will be required to maintain compensating 
balances of 10%, 7%, and 10%, respectively regarding the 
bank lines made available by these banks and additional 
compensating balances of 10% on the amount of these 
borrowing. 


If the full amount were borrowed from First National City 
Bank and Chemical Bank, the effective interest cost to Ap- 
palachian would be approximately 2%% above the current 
prime commercial rate of 11%% and 11%%, respectively, or 
about 14%. If the full amount were borrowed from Conti- 
nental Illinois National Bank and Trust Company of Chica- 
go, the effective interest cost to Appalachian would be ap- 
proximately 2-3/4% above the current prime commercial 
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rate of 11%% or about 14%%. No change is requested in the 
total amount of short-term borrowings that the Commission 
has authorized Appalachian to incur. 


/ 






Appalachian requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance and sale 
of its commercial paper pursuant to paragraph (a) (5) thereof 
on the grounds that it is not practicable to invite competitive 
bids for commercial paper. Appalachian also requests author. 
ity to file certificates under Rule 24 with respect to the issu- 
ance and sale of commercial paper hereafter consummated 
pursuant to this proceeding on a quarterly basis. 








The proceeds from the issuance and sale of the notes will be 
used by Appalachian to reimburse its treasury for past ex- 
penditures made in connection with its construction program 
and to pay part of the cost of its future construction program. 
Such construction expenditures for the year 1974 is esti- 
mated to total $105,000,000. The application states that, 
unless otherwise authorized by the Commission, all of the 
short-term debt of Appalachian will be retired by June 30, 
1975, from internal cash resources, debt or equity financing, 
or cash capital contributions. 


The Virginia State Corporation Commission has authorized 
the transaction proposed by Appalachian. No other state 
commission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 

of investors and consumers that said application, as now 
amended, be granted: 

IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is granted forthwith, subject to 
the terms and conditions prescribed in Rule 24 thereunder 
with respect to the commercial paper is extended as pre- 
viously indicated. | 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18481/July 5, 1974 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 
(70-5338) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND TO COMMERCIAL 
PAPER DEALERS AND EXCEPTION FROM COMPETI- 
TIVE BIDDING 


American Electric Power Company, Inc. (“AEP”), a regis- 
tered holding company, has filed with this Commission a 
third post-effective amendment to its application-declara- 





‘ 








the 
sion 











idding 
sale 
vereof 
titive 
ithor- 
issu- 
ted 


ill be 
2X- 
ogram 





‘ogram, 


‘I 

at, 
the 
30, 
ncing, 


ized 
te 
; Com- 


ound 
here- 
es- 
rest 
Ww 


s of 
now 
ct to 
nder 


gula- 


NS 


935 


AND 
AL 
ETI- 


egis- 
na 
lara- 





a 





tion in this proceeding pursuant to Section 6(b) and 12(b) 


of the Public Utility Holding Company Act of 1935 (““Act’’) 
and Rules 45 and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. 


By orders dated June 29, 1973 and June 11, 1974 (Holding 
Company Act Release Nos. 18013 and 18449), the Commis- 
sion, among other things, authorized the issuance and sale, 
from time to time prior to December 31, 1974, of short- 
term notes (including commercial paper) in an aggregate face 
amount of not more than $150,000,000 to be outstanding 
at any one time. None of such notes shall mature later than 
June 30, 1975. The amount of bank notes and commercial 
paper to be outstanding includes any such previously auth- 
orized notes which may be outstanding (File No. 70-5029). 


AEP now proposes to issue and sell such short-term notes in 
an aggregate amount of $20,000,000 to Chemical Bank. The 
notes will bear interest not greater than the prime commer- 
cial rate then in effect, will mature not more than 270 days 
from the date of issue or reissue thereof, and will be prepay- 
able at any time without premium or penalty. AEP will be 
required to maintain compensating balances of 7% of the 
amount of the bank lines made available by Chemical Bank 
and additional compensating balances of 10% on the amount 
of any borrowings. If the full amount were borrowed from 


this bank, the effective interest cost to AEP would be approx- 


imately 242% above the current prime commercial rate of 
11%%, or about 14%, No change is being requested in the 
total amount of short-term borrowings that the Commission 
has authorized AEP to incur. 


The proceeds from the sale of the short-term notes are to be 
applied by AEP, together with other funds, to make addi- 
tional investments in certain of its public-utility subsidiary 
companies to assist them in financing the costs of their 
respective construction programs. 


AEP requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite competi- 
tive bids for commercial paper. AEP also requests authority 
to file certificates under Rule 24 with respect to the issue 
and sale of commercial paper hereafter consummated pursu- 
ant to this proceeding on a quarterly basis: 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application-declaration, 
as now amended, be granted and permitted to become effec- 
tive: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as now amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 


Act, except that the time for filing the certification there- 
under with respect to the commercial paper is extended as 
Previously indicated. 





and conditions prescribed in Rule 24 promulgated under the 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18482/July 5, 1974 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 
(70-5350) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND COMMERCIAL 
PAPER DEALERS AND EXCEPTION FROM COMPETI- 
TIVE BIDDING 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc., a 
registered holding company, has filed with this Commission 
post-effective amendments to its application in this proceed- 
ing pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act’’), regarding the following pro- 
posed transactions. 


By orders dated June 29, 1973, September 18, 1973, April 
8, 1974 and June 10, 1974 (Holding Company Act Release 
Nos. 18018, 18100, 18367 and 18444) the Commission 
granted Ohio’s application requesting that until December 
31, 1974, the exemption from the provisions of Section 6(a) 
of the Act afforded to it by the first sentence of Section 
6(b) of the Act, relating to the issue of short-term notes, be 
increased to the extent necessary to cover the issuance and 
sale of notes to 64 banks and to dealers in commercial paper 
in an aggregate amount not to exceed $215,000,000 out- 
standing at any one time, including short-term notes present- 
ly outstanding. The notes are to be issued from time to time 
prior to December 31, 1974, as funds are required, provided 
that none of the notes will mature later than June 30, 1975. 


Ohio now proposes to issue and sell such short-term notes in 
an aggregate amount of $40,000,000 to First National City 
Bank, $15,000,000 to Chemical Bank, and $20,000,000 to 
Continental Illinois National Bank and Trust Company of 
Chicago. Each note will bear interest nogreater than the prime 
commercial rate then in effect, will mature not more than 
270 days after the date of issue or reissue thereof, and will 
be prepayable at any time without premium or penalty. 
Ohio will be required to maintain compensating balances of 
10%, 7%, and 10%, respectively, of the amount of the bank 
lines made available by First National City Bank, Chemical 
Bank, and Continental Illinois National Bank and additional 
compensating balances of 10% on the amount of any borrow- 
ings. If the full amount were borrowed from First National 
City Bank and Chemical Bank, the effective interest cost to 
Ohio would be approximately 2%2% above the current prime 
commercial rate of 11%% and 11%%, respectively, or about 
14%. 1f the full amount were borrowed from Continental 
Illinois National Bank, the effective interest cost to Ohio 
would be approximately 2-3/4% above the current prime 
commercial rate of 114%2% or about 14%%. No change is be- 
ing requested in the total amount of short-term borrowings 
that the Commission has authorized Ohio to incur. 
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Ohio requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5) thereof on 
the grounds that it is not practicable to invite competitive 
bids for commercial paper. Ohio also requests authority to 
file certificates under Rule 24 with respect to the issue and 
sale of commercial paper hereafter consummated pursuant 
to this proceeding on a quarterly basis. 


The proceeds from the issue and sale of the notes will be 
used by Ohio to reimburse its treasury for past expenditures 
made in connection with its construction program and to 
pay part of the cost of its future construction program. Such 
construction expenditures for 1974 is estimated to total 
$220,000,000. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said application, 
as now amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that the time for filing the certifica- 
tion thereunder with respect to the commercial paper is ex- 
tended as previously indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18483/July 5, 1974 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 41101 
(70-5510) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


Kentucky Power Company (“Kentucky”), an electric utility 
subsidiary company of American Electric Power Company, 
Inc., (“AEP”), a registered holding company, has filed an ap- 
plication and an amendment thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (““Act’’) and Rule 50 (a)(2) promulgated 
thereunder regarding the following proposed transactions. 


Kentucky requests that, for the period ending June 30, 1975, 
it be permitted from time to time to issue or renew notes of 
a maturity of nine months or less evidencing short-term bank 
borrowings provided that the aggregate principal amount of 
such notes outstanding at any one time shall not exceed 
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$15,000,000. 





The new notes will bear interest at the prime interest rate 
for commercial borrowing of the bank from which the bor- 
rowing is made at the date of the issue of such note, will 
mature not more than nine months from the date of issue, 
and will be prepayable at any time, without premium or 
penalty. Kentucky has established lines of credit with two 
commercial banks with the aggregate lines of credit of each 
bank being as follows: 






Manufacturers Hanover Trust Company, 





New York, New York $10,000,000 

Irving Trust Company, 
New York, New York $10,000,000 
$20,000,000 


Sufficient bank balances to meet operating and financial 

needs are kept at these banks to satisfy any compensating 
balance requirements of these banks in connection with the - 
borrowings. If the average of such bank balances were main- | _ 
tained solely in order to fulfill the prevailing compensating | 
balance requirements of such banks, generally between 15% 
and 20%, the effective interest cost to Kentucky would be 
approximately 2.4% above the current prime commercial | 
rate of 11%% or about 13.6%. : 


Of the $15,000,000 proposed to be borrowed, Kentucky 
has as of May 9, 1974, borrowed $5,000,000. Kentucky re- 
quests that, for the period commencing on the date this ap- 
plication is granted and ending on June 30, 1975, the exemp 
tions from the provisions of Section 6(b) of the Act afford- 
ed to it by the first sentence of Section 6(b) thereby, relat: 
ing to the sale of short-term notes, be increased from 5% to 
approximately 6.24% of the principal amount and par value 
of the other securities of Kentucky at the time outstanding. | 
The notes payable to the banks will not necessarily be re- | 
tired with the proceeds of any permanent financing, but 
rather any such notes outstanding after June 30, 1975 will | 
be retired at maturity, but not later than December 31, 1975) 
from internal cash resources or with the proceeds of such 
debt or equity financing or cash capital contributions as the 
Commission shall authorize. 





ae, Gn ian 


( 


red, directly or indirectly, by Kentucky or any associate 


No fees, commissions, or expenses are to be paid or incur- | 
“ : 4 
company in connection with the proposed transaction. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18455), and no hea 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found | 
that the applicable standards of the Act and the rules there | " 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in | 
the interest of investors and consumers that said application, 
as amended, be granted: 


"oOo 3S sO A eo Ss ~ S ee 








IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as ament 
ed, be, and it hereby is, granted forthwith subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 








2oe-wao eK! 





For the Commission, by the Division of Corporate Regule . 












tion, pursuant to delegated authority. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8406/June 28, 1974 
In the Matter of 
THE COLONIAL FUND, INC. 
75 Federal Street 
| Boston, Massachusetts 02110 
ng 
| the COLONIAL GROWTH SHARES, INC. 
nain. | 75 Federal Street 
ting Boston, Massachusetts 02110 
15% 
‘be STATE MUTUAL LIFE ASSURANCE COMPANY OF 
al AMERICA 
440 Lincoln Street 
Worcester, Massachusetts 01605 
Wi TERRA CHEMICALS INTERNATIONAL, INC. 
: ap | 907 Sixth Street 
xemp- Sioux City, lowa 51101 
ford- and 
elat- 
1% to 3 DIAMOND SHAMROCK CORPORATION 
value | 1100 Superior Avenue 
ding. | Cleveland, Ohio 44114 
re | (812-3638) 
at 
vl ORDER PURSUANT TO SECTION 17(d) AND RULE 
|, 1978 174-1 THEREUNDER 
— On June 5, 1974, a notice was issued (Investment Company 
- _ Act Release No. 8377) of the filing of an application by 
State Mutual Life Assurance Company of America, The 
oan Colonial Fund, Inc. and Colonial Growth Shares, Inc. (col- 
te | lectively the ““Funds’’), open-end investment companies re- 
| gistered under the Investment Company Act of 1940 (“Act’’), 
‘ Terra Chemical International, Inc. (““Terra’”’), and Diamond 
‘ven in| Shamrock Corporation (hereinafter collectively referred to 
the | 3% “Applicants’”’), pursuant to Section 17(d) of the Act and 
no hes) Rule 17d-1 thereunder for an order of the Commission per- 


ion. | mitting Applicants to participate jointly in a public offering 
found | of certain shares of common stock of Terra. The notice gave 





there | interested persons an opportunity to request a hearing and 
ces- | stated that an order disposing of the application might be 
ndin | ‘ssued upon the basis of the information stated therein un- 
ication less a hearing should be ordered. No request for a hearing 

| has been filed, and the Commission has not ordered a hear- 

ing. 

yns of | Th : s ag’ : 
" amen‘ e matter having been considered, it is found on the basis 
he | of the information stated in the application and amendments 
ted thereto that the participation of the Funds in the transaction 


set forth in the application on the basis proposed is consis- 
tent with the provisions, policies and purposes of the Act, 
and is not on a basis less advantageous than that of the 
other participants. 














egul 












IT iS ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the application to permit the 
proposed transaction be, and it hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8407/July 2, 1974 


In the Matter of 


BACHE & CO. INCORPORATED 
100 Gold Street 

New York, New York 10038 
(812-3637) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) 


Bache & Co. Incorporated (“Applicant’’), a prospective co- 
representative with Harris, Upham & Co. Incorporated, of a 
group of underwriters of a proposed public offering of 
shares of Common Stock of Extractable Resources, Inc. 
(the “Company”), a registered, diversified, closed-end man- 
agement investment company, has filed an application pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (the “Act’’) for an order exempting Applicant and 
Harris, Upham & Co. Incorporated and their co-underwriters 
from Section 30(f) of the Act in connection with transac- 
tions incident to the distribution of Company shares. 


On May 31, 1974, the Commission issued a notice of filing 
of said application (Investment Company Act Release No. 
8374), giving interested persons an opportunity to request 

a hearing and stating that an order disposing of the applica- 
tion might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Section 30(f) be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8408/July 2, 1974 
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In the Matter of 


EXTRACTABLE RESOURCES, INC. 
1411 Walnut Street 

Philadelphia, Pennsylvania 19102 
(812-3629) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 15(a) AND 
16(a) OF THE ACT 


On May 31, 1974, a notice was issued of the filing of an ap- 
plication by Extractable Resources, Inc. (““Applicant”’), a 
diversified, closed-end management investment company, for 
an order pursuant to Section 6(c) of the Act granting exemp- 
tions from Sections 15(a) and 16(a) of the Act. The notice 
(Investment Company Act Release No. 8373), gave interested 
persons until June 25, 1974, to request a hearing on the ap- 
plication and stated that at any time after said date an order 
disposing of the application might be issued upon the basis of 
the information stated in the application unless an order for 
a hearing should be issued either upon request or upon the 
Commission’s own motion. No request for a hearing has been 
received and the Commission has not ordered a hearing on 
the application. 


The matter has been considered and it has been found that 
the requested exemptions are necessary or appropriate in the 
public interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT iS ORDERED pursuant to Section 6(c) of the Act that 
Vestaur Corporation (“Vestaur”), be and hereby is exempted 
from the provisions of Section 15(a) of the Act to the ex- 
tent necessary to permit Vestaur to serve as investment ad- 
viser of the Applicant pursuant to a written investment ad- 
visory contract approved by the Applicant’s Board of Direc- 
tors without such contract having also been approved by a 
vote of the stockholders of Applicant; and 


IT IS FURTHER ORDERED that Applicant and the mem- 
bers of its board of directors be, and hereby are, exempted 
from the provisions of Section 16(a) of the Act to the extent 
necessary to permit directors of the Applicant to serve as 
such without a meeting of shareholders having been held for 
the purpose of electing directors; and 


IT iS FURTHER ORDERED that both such exemptions 
shall remain in effect until the first meeting of shareholders 
which shall be held within 180 days after the effective date 
of the Applicant’s Form S-4, Registration Statement, filed 
under the Secruties Act of 1933. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8409/July 3, 1974 


In the Matter of 
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BIO-MEDICUS, INC. 

15307 Industrial Road 
Minnetonka, Minnesota 55343 
(812-3497) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM ALL PROVI- 
SIONS OF THE ACT 








j 
( 





( 

| 

L 
NOTICE !S HEREBY GIVEN that Bio-Medicus, Inc. (“Ap- : 
plicant’’), a company that is not registered under the Invest. | | 
ment Company Act of 1940 (“Act”), has filed an applica- 
tion pursuant to Section 6(c) of the Act for an order, retro | | 
active to February 6, 1974, declaring that Applicant is ex- 
\ 

( 

1 

1 





empt from all provisions of the Act. All interested persons 

are referred to the application, as amended, on file with the 
Commission for a statement of the representations contained 
therein, which are summarized below. | 


' 
| 


Applicant was organized and incorporated under the laws of 
the State of Minnesota on March 4, 1970, for the general 
purpose of designing, developing, manufacturing and market 
ing medical equipment, products and devices. Pursuant toa 
registration statement under the Securities Act of 1933, 
effective on October 28, 1971, Applicant sold 330,000 
shares of its common stock to the public at $5,00 per share, | 
This offering was terminated in February, 1972. 


corporate officers, in an effort to maximize the income from 
monies not immediately used or committed, began investi- 
gating ways in which the proceeds might be invested. Appli- 
cant’s Board of Directors appointed a Finance Committee 
to investigate these possibilities. Initially, the bulk of the ¥ 
proceed: were placed in savings and loan accounts. In Sep- 
tember, 1972, after consultation with brokers and banks, 
Applicant decided to invest in corporate bonds. Sometime 
later, Applicant decided to.diversify its portfolio by purchas| | 
ing common stocks and writing put and call options against f 
securities held in its portfolio. Applicant adopted a policy of| | 
limiting these common stock and option investments to ap ( 
‘ 
( 
( 
1 
( 
\ 
1 
( 


( 
‘ 
( 
\ 
Shortly after Applicant's public offering was completed, the | 
1 
\ 


proximately 25% of its assets. 


Applicant states that it sought securities whose price per 
share had either grown or remained stable during the past 
several years and which were felt to be selling below their 
maximum level. Applicant’s brokerage house collected addi- 
tional data on securities under consideration and a margin 
account was opened in an effort to increase Applicant's po- | 
tential return. Applicant asserts that, although its officers 
devoted only a small percentage of their total working hous | 
to the formation of an investment portfolio, they were dili- 
gent and developed a well thought-out plan. Because Appli- 
cant is involved in a business with a high degree of uncertain) | 
ty, Applicant believed that it was wise not to commit all its 
resources to any one project and to maximize, through in | 
vestments in securities, the return on the proceeds raisedin |_| 
the public offering. For some time in the foreseeable future; | 
Applicant believes that it may have a substantial portion of ( 
its assets invested in securities as described below. | 
: 
1 





On August 17, 1973, the Commission filed a complaint in 

the United States District Court for the District of Minnese- 
ta against Applicant and its principal officers seeking a pre f 
liminary and permanent injunction from further violations 
of Section 7(a) of the Act, Section 17(a) of the Securities 







{ 










Act of 1933, Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder, and also seeking the 
appointment of a receiver for Applicant. Section 7(a) of the 





Act enumerates certain activities which cannot be engaged in 
by investment companies not registered under the Act. 

” On February 6, 1974, the Commission and Applicant, its 
principal officers and certain intervening defendants entered 
into a final consent judgment of permanent injunction and 

‘Ap- | stipulation thereto. The consent decree contained all of the 

vest: | telief prayed for in the Commission’s complaint with the ex- 

ca- ception of tiie appointment of a receiver for Applicant. 

stro. | Among other things, Applicant is enjoined from maintaining 

ex- amargin account, dealing in options, and dealing in common 

ons stocks and corporate bonds other than those issued by Ap- 

1 the plicant. The consent decree requires Applicant to liquidate, 

tained Within 120 days, its current portfolio and to invest the pro- 

| ceeds in an orderly fashion in United States Government 

| treasury bills, United States Government securities, short- 
wsof | term bank certificates of deposit, time deposits, and savings 
ral and loan accounts. 

varket- ’ ‘ F : : 

toa Such reinvested proceeds are to be deposited immediately in 


3 a bank custodial account for safekeeping purposes. After 
each deposit in or withdrawal from such account, a notation 


share, | shall be completed which indicates what assets were de- 
posited or withdrawn, by whom, and if a withdrawal, for 
what purpose, and such notation shall be sent to an inde- 

d, the pendent director of Applicant who does not have access to 


efrom the account. At the end of every quarter, Applicant will file 






esti- with the Commission’s Chicago Regional Office a balance 
\ppli- | sheet, statement of receipts and disbursements and an item- 
ttee ized listing of all securities, investments and cash items. 
he 
Sep- Each of Bio’s principal officers has agreed, with respect to 
ks, Bio or any company controlled by Bio, not to sell knowing- 
time ly any securities or property to it, buy knowingly any secur- 
urchas| ities or property from it (except securities of which the sell- 
jainst | er is the issuer), or borrow any money or property from it 
licy of| either directly or indirectly, while acting as a principal. Each 
10 ap- of such officers has also agreed not to accept from any source 
| any compensation for the purchase or sale of any property to 

or for Bio or any company controlled by Bio, either directly 
er or indirectly while acting as an agent and not to effect any 
ast transactions as a joint and several participant with Bio or any 
heir company controlled by Bio, either directly or indirectly, 
jaddi | while acting as a principal. However, these prohibitions are 
rgin not meant to interfere with or impair certain pre-existing 
spo | contracts between Bio and its principal officers. 
cers 
yhours| Applicant asserts that it is primarily engaged in the business 
edili | Of designing, developing, manufacturing, and marketing med- 
Appii- ical instruments, products and devices; that the nature of 
certai-| Applicant’s business is such that it is not prudent or feasible 
all its for Applicant to commit its total liquid and other assets for 
hin | immediate research and development; and that investments 
sedin | in securities, permitted by the consent decree, which Appli- 
future,| cant will make in the future will be made solely to aid Appli- 
ion of cant’s medical products business. In view of the restraints im- 

posed on Applicant’s investment activities by the February 

6, 1974, consent decree, Applicant asserts that the exemp- 
ntin tion of Applicant from all provisions of the Act, retroactive 
inneso- to February 6, 1974, is necessary and appropriate in the pub- 
a pre. lic interest and consistent with the protection of investors 
ations WEA Jand the purposes fairly intended by the policies and provi- 


rities sions of the Act. 








Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or tran- 
saction from any provisions of the Act if such exemption is 
necessary or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than July 29, 1974 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted; or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cant at the address stated above. Proof of such service (by 
affidavit, or in the case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will be is- 
sued as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date of 
the hearing (if ordered), and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8410/July 3, 1974 


See Securities Act Release No. 5510/July 3, 1974. 








LITIGATION 





Litigation Release No. 6412/June 28, 1974 


SEC v. ALBERT F. GIBSON, et al. 
(U.S.D.C., Mass.) 


Floyd H. Gilbert, Administrator of the Boston Regional Of- 
fice of the Securities and Exchange Commission today an- 
nounced that the Honorable W. Arthur Garrity, Jr., Judge of 
the U.S. District Court at Boston, after hearing on June 21, 
1974, entered an order with which the defendants concurred, 
preliminarily enjoining Albert F. Gibson of 376 Tremont 
Street, Taunton, Massachusetts; Telemetrische Systems Ak- 
tiengeschellschaft, a Liechtenstein corporation, allegedly or- 
ganized by Gibson; Byron W. Hodges of 47 Brooks Hill Road, 
Wolcott, Connecticut, and Peter J. Frey of 1560 Asylum 
Avenue, West Hartford, Connecticut, the president and chair- 
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man of the board, respectively, of H. F. Systems, Inc.; and 
H. F. Systems, Inc., a Connecticut corporation with offices 
at The Exchange, Farmington, Connecticut, from further 
violation of the Federal securities laws. Judge Garrity set this 
matter down for hearing on the plaintiff’s motion for perma- 
nent injunction for July 29, 1974. 


The Complaint alleged, among other things, that the defend- 
ants violated the registration and antifraud provisions of the 
Federal securities laws in connection with a public distribu- 
tion of the common stock of H. F. Systems, Inc.; the com- 
mon stock of Telemetrische Systems Aktiengeschellschaft; 
and “participating units” in a deposit at the Bank Robinson 
Ltd., Basil, Switzerland, said deposit allegedly consisting of 
25% of the capital stock of Telemetrische; shares of the com- 
mon stock of H. F. Systems; and options of Gibson to pur- 
chase up to 25% of the common stock of H. F. Systems. The 
Complaint further alleged that misstatements and material 
omissions were made, concerning, among other things, Gib- 
son’s interest in H. F. Systems; Telmetrische’s rights of dis- 
tributorship with respect to H. F. Systems’ products; ex- 
pected distributable profits or royalties to investors; and the 
extent to which H. F. Systems products have been accepted 
for use by the public utilities industry. 


The Commission was represented in Court by Arthur F. Carr 
and Duane E. Sams, Special Trial Counsel and Attorney, re- 
spectively, of the Commission’s Boston Regional Office. 


The investigation leading to the filing of the Complaint was 
conducted by Investigator William P. Hurley and Attorney 
Carr under the supervision of the Regional Administrator, 
Floyd H. Gilbert. 


(For further information, see Litigation Release No. 6375.) 





Litigation Release No. 6413/June 28, 1974 
SEC v. PATTERSON CORPORATION, et al. (S.D. CA) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, announ- 
ced that on June 21, 1974 final orders of permanent injunc- 
tion signed by Federal District Court Judge Edward J. 
Schwartz of San Diego, California, were entered enjoining 
Cleo H. Bullard, Nationwide Registrar & Transfer Agency, 
Inc., Lois Young and Stanley T. Traska from violating the 
registration and antifraud provisions of the Securities Act of 
1933 and the antifraud provisions of the Securities Exchange 
Act of 1934. These orders were entered in a lawsuit arising 
out of the offer and sale of the stock of Patterson Corpora- 
tion of La Jolla, California and Atlanta, Georgia. 


By these orders Mr. Bullard, a former principal of Patterson 
Corporation, Nationwide Registrar & Transfer Agency, a 
stock transfer agency, its principal Lois Young, and Mr. Tras- 
ka, an attorney, all of Las Vegas, Nevada, were enjoined from, 
among other things, deleting shareholders of a company from 
that company’s stock records without proper notice to and 
consent from those shareholders, and preparing or procuring 
attorney’s opinion letters regarding the status of a company’s 
securities with respect to the registration requirements of the 
Securities Act of 1933 without review and consideration of 
facts necessary to determine that status. These defendants 
were also enjoined from making false statements or omitting 
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to disclose material facts in connection with the offer, sale 
and/or purchase of securities regarding, among other things, 
the true identity of the real principals of the company in- : 
volved, the business and operations of that company, whether | 
the securities involved require registration before being sold | 
or offered for sale, and the extent of any examination to de- | 
termine whether those securities require registration before | 
being sold or offered for sale. Nationwide Registrar & Trans- | 
fer Agency and Lois Young were also ordered to assist the | 
Court and the Securities and Exchange Commission in effec- | 







tuating any order the Court might enter with regard to the 
request by the Securities and Exchange Commission in its 
complaint in this lawsuit for the cancellation of Patterson 
Corporation stock certificates in the names of nominees for 
Mr. Bullard and Dalton Carl Smith, another defendant in 
this lawsuit. 





\ 
pt 
These orders were entered upon the consents of these defen- | | 
dants. Mr. Bullard also waived any objection and consented 
to any order the Court might enter cancelling the Patterson ' 
Corporation stock certificates in the names of nominees for 
himself or Mr. Smith. For further information, see Litigation 1 
Releases numbered 6316 and 6406. ; | 
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Litigation Release No. 6414/July 1, 1974 
SEC v. J. HUGH LIEDTKE, et al. (S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York | 
Regional Office, and the Division of Enforcement of the Se- 
curities and Exchange Commission, announced that on July 
1, 1974 the Commission filed a complaint for a permanent 
injunction in the U.S. District Court for the Southern Dis- 
trict of New York charging J. Hugh Liedtke, William C. 
Liedtke, Jr., and Choctaw Corporation of Houston, Texas 
with violations of the antifraud provisions of Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. 





The complaint alleges that J. Hugh Liedtke, Jr., Chairman 
of the Board and President of Pennzoil Company, respective | 1 
ly, caused Choctaw Corporation to buy 125,000 shares of 
Pennzoil common stock while they possessed knowledge of 
the impending spin-off of United Gas Pipe Line Company, a 
Pennzoil subsidiary, and a proposed dividend of 1 million 
shares of preferred stock to be paid by United Gas & Penn- 
zoil, before that material information was made public. f 


The defendants have consented, without admitting or deny- 
ing the allegations, to a permanent injunction and have 
agreed to pay $108,125.00 into a trust for the benefit of 
those persons who sold Pennzoil stock to the Choctaw Cor- 
poration from December 21, 1973 to February 20, 1974. 





SEC v. WRIGHT INVESTMENTS, INC.., et al. 


| 
| 
Litigation Release No. 6415/July 1, 1974 
(W.D. Wash., Civil Action File No. C74-339S) 
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Jack H. Bookey, Administrator of the Seattle Regional Of | 
fice of the Securities and Exchange Commission announced 
today that on June 12, 1974 the Commission filed a com- 
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plaint in the United States District Court for the Western Dis- 


trict of Washington at Seattle, Washington seeking a tempor- 


ary and permanent injunction against Wright Investments, 


Inc., Pacific Financial Corporation, Western Horizons, Inc., 
Diversified Land Investments, Washington Land and Cattle 
Company, Inc., Edward K. Wright, Jr., Donald R. Hunter, 
Morgan R. West, Herbert A. Leland, all of Seattle, Frederick 
F. Poyner, of Arlington, Washington, Clark E. Cameron, of 
Spokane, Washington, James G. Higginson, of Bothell, Wash- 
ington and David G. Hudson, of Everett, Washington, to en- 
join them from further violations of the registration and an- 
tifraud provisions of the federal securities laws. 


The complaint alleges that the defendant sold over $2,500,- 
000 of promissory notes, evidences of indebtedness and in- 
vestment contracts in the form of limited partnership and 
tenancy-in-common interest involving real property to resi- 
dents of 19 states and Canada: while using printed literature 
containing false financial information and misleading projec- 
tions; concealing from investors and prospective investors the 
source and acquisition price of real property which the de- 
fendants sold to investor groups by interpositioning compan- 
ies affiliated with the defendants resulting in undisclosed 
profits, commission, and fees; reselling investor group real 
property to other investor groups controlled by the defend- 
ants at successively higher prices arbitrarily set by some of 
the defendants resulting in increasingly greater profits, com- 
missions and fees to the defendants while not disclosing same 
or who the seller of the property was; making false and mis- 
leading statements to the selling group of investors as to the 
nature and amount of profits, commissions, and risks invol- 
ved in such sales, and the identity of the purchasers; failing 
to disclose to investors the extent to which those defendants 
who participated in investor groups had failed to make the 
same initial or periodic payments required of the other in- 
vestors; arranging for various loans between and among the 
defendants and the investor groups at interest rates lower 
than those available from other sources; issuing promissory 
notes to some of the defendants and certain preferred inves- 
tors at interest rates as high as 30% per annum, while at or 
about the same time causing some of the defendants to issue 
such notes to other investors at rates of approximately 9 to 
12% per annum while not disclosing the foregoing higher in- 
terest rates; issuing misleading reports to investors thereby 
inducing their continuing periodic payments and to make ad- 
ditional investments and to forestall any action by the in- 
vestors detrimental to the defendants; failing to disclose the 
continuing deterioration of the financial condition of Wright 
Investments, Inc., which was jeopardizing its capability of 
repaying borrowings; failing to disclose that substantial mort- 
gages and real estate contracts existed on properties being 
sold to investor groups. 


On May 30, 1974, Wright Investments, Inc. filed a petition 
for corporate reorganization under Chapter 10 of the Feder- 
al Bankruptcy Act in the United States District Court for the 
Western District of Washington, at Seattle, Washington. 





Litigation Release No. 6416/July 1, 1974 


U.S. v. DOUGLAS V. HALTER AND WILLIAM C. JOINES 
(W.D. Wash. No. CR74-185) 

.S. v. CHARLES C. HIGHT 

(W.D. Wash. No. CR74-188) 








Stan Pitkin, U.S. Attorney for the Western District of Wash- 
ington, and Jack H. Bookey, Administrator of the Seattle 
Regional Office of the Securities and Exchange Commission, 
today jointly announced that on June 20, 1974 the Grand 
Jury in Seattle, Washington, returned a 16-count indictment 
against Douglas V. Halter and William C. Joines, formerly of 
Auburn, Washington, in which Charles C. Hight of Seattle 
was named as an unindicted co-conspirator; and that on June 
19, 1974, the Grand Jury returned a separate, 15-count in- 
dictment against Hight, arising from the same subject matter. 


The Halter/Joines indictment charges defendants with 8 
counts of fraud in the sale of securities, 4 counts of the sale 
of unregistered securities, 3 counts of mail fraud, and 1 count 
of conspiracy to commit the foregoing offenses. The Hight 
indictment charges Hight with 5 counts of fraud in the sale 
of securities, 6 counts of the sale of unregistered securities, 

3 counts of mail fraud, and 1 count of conspiracy with Halt- 
er and Joines. 


The two indictments charge the three individuals mentioned 
above with offering and selling to investors in Washington 
and California unregistered securities in the form of loan 
agreements convertible into fractional interests in a fund to 
be generated from the manufacture and sale of a supposedly 
novel type of motor vehicle storage battery by employing 
misrepresentations as to defendants’ character and past re- 
cord, the safety of the investment, the nature of the inven- 
tion, the use of the proceeds of investment, and the nature 
and extent of steps taken or to be taken by defendants to 
manufacture the battery. 





Litigation Release No. 6417/July 2, 1974 
SEC v. FALCON FUND, INC. (S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office today announced the filing of a complaint 
in the United States District Court for the Southern District 
of New York on June 26, 1974 against Falcon Fund, Inc. 
The complaint seeks to enjoin the defendant from further 
violations of Sections 22(e), 30(a), 30(b), 30(d) and 31(a) 
of the Investment Company Act of 1940 and rules there- 
under. 


The complaint alleges that, among other things, Falcon Fund, 
Inc., an open-end, diversified, management type investment 
company registered under the Investment Company Act of 
1940, has suspended the right of shareholders to redeem its 
redeemable shares; that it has failed to file various reports 
with the Commission, and transmit certain reports to its 
shareholders as required by the Investment Company Act of 
1940; and that it has failed to maintain and keep current its 
books and records. 


In addition, the complaint seeks the appointment of a trustee 
and receiver to take possession of the books, records and as- 
sets of Falcon Fund, Inc. and among other things, to ascer- 
tain the true state of its affairs and take appropriate action 
based thereon. 





Litigation Release No. 6418/July 2, 1974 
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William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced that on June 20, 1974 Robert K. Lynn, former comp- 
troller of Weis Securities Inc., pled guilty to one count of a 
substantive violation of the financial reporting provisions of 
the Securities Exchange Act of 1934 and an information 
charging him with violations of the bookkeeping provisions 
of the Exchange Act relating to his misappropriation of 
approximately $240,000 of Weis’ corporate funds. 


Lynn had been indicted on July 16, 1973, along with four 
other top officers of Weis, for their activities in connection 
with the falsification of company books and records and the 
subsequent financial collapse of the brokerage firm. Weis is 
currently being liquidated pursuant to the Securities In- 
vestor Protection Act of 1970. 


For further information, see Litigation Releases Nos. 5906, 
5924, 5945, 5988, 6292 and 6389. 





Litigation Release No. 6419/July 2, 1974 


William D. Moran, Administrator of the New York Regional 
Office announced that on June 4, 1974 Judge Milton Pollack 
signed a Final Judgment of Permanent Injunction against 
Norman Brodsky, a defendant in SEC v. Canusa Holdings, 
Ltd., et al. Broadsky consented to the injunction without ad- 
mitting or denying the allegations contained in the Commis- 
sion’s Complaint. The Judgment enjoined Brodsky from fur- 
ther violations of the registration and antifraud provisions of 
the federal securities laws. In addition, the judgment pro- 
vides that, for a period of five years, Brodsky, an attorney, 
must (1) serve a copy of the Judgment on any persons em- 
ploying his services in connection with any matter arising un- 
der the federal securities laws, and (2) forward to the Com- 
mission copies of any opinion letters that he may issue 
wherein trading restrictions are to be removed from securities. 


Brodsky had consented on May 20, 1974 to the Final Judg- 
ment of Permanent Injunction. Simultaneously, in consider- 
ation of the Commission’s forebearance from instituting for- 
mal administrative proceedings, Brodsky submitted his resig- 
nation from practice as an attorney before the Commission. 
The resignation, which took effect upon the entry of the Fi- 
nal Judgment of Permanent Injunction, provided that at the 
end of five years, Brodsky may apply for readmission to prac- 
tice. This resignation was also submitted without admitting 
or denying any allegations which the Commission might 
make in formal administrative proceedings. 


The Commission’s Complaint, filed in the U.S. District Court 
for the Southern District of New York on January 2, 1974, 


alleged that Broadsky sold and aided and abetted the illegal 
sale of unregistered common stock of Canusa Holdings, Ltd. 
(Delaware). The Complaint further charged Brodsky with 
preparing a false and misleading opinion letter used in the 
illegal sales and with paying undisclosed compensation to 
induce and arrange for investors to purchase Canusa Hold- 
ings, Ltd. (Delaware) securities. 


For further information, see Litigation Releases Nos. 6195 
and 6353. 





Litigation Release No. 6420/July 2, 1974 


SEC v. COMMODITY OPTIONS INTERNATIONAL, INC., 
et al. (C.D. Cal.) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, announ- 
ced that Malcolm M. Lucas, United States District Judge in 
Los Angeles, California, on June 26, 1974 permanently en- 
joined C. R. Richmond & Co., a Los Angeles registered 
broker-dealer and investment adviser, and Curtis R. Rich- 
mond, its president and principal shareholder, from future 
violations of the registration provisions of the Securities Act 
of 1933 in the sale of commodities option contracts. The in- 
junction was issued after a trial based upon a stipulated re- 
cord. 


Judge Lucas found that C. R. Richmond & Co. and Curtis R. 
Richmond had offered and sold securities in the form of in- 
vestment contracts without filing a registration statement 
with respect to such securities. The investment contracts were 
in the form of options on commodities futures contracts 
which allowed the investor to purchase or sell a commodities 
futures contract at a stated price for 18 months. The options 
on commodities futures contracts did not give the investor an 
interest in the commodities futures contract or an actual com- 
modity and did not obligate the issuer of the commodity op- 
tions to deliver a futures contract on exercise. The investors’ 
funds were used by the issuer of the commodity options to 
trade in the commodity futures market to generate the funds 
necessary to pay off investors who successfully exercised 
their options. C. R. Richmond & Co. and Curtis Richmond 
were distributors of these investment contracts for Commod- 
ity Options International and Double Options Systems. 


The other defendants in this case, Commodity Options Inter- 
national, Double Options Systems (the issuers of the commod- 
ity options) and Josef Rotter consented on April 6, 1973 toa 
permanent injunction and a permanent equity receiver with- 
out admitting or denying the allegations of the Commission’s 
— For further information see Litigation Release No. 
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